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because I was president or vice president of the store. 

1160 I did it because I thought it should be done for the ! 
organization and that I was qualified to do it. 

• * • • # * • * • 

Q. Well, you were secretary and treasurer of Kay Jewelry 
of Washington? A. That is right. 

Q. You were an officer of the Kay Jewelry of Washing¬ 
ton? A. That is right. 

Q. And of course you had a great many duties around 
that store, didn’t you? A. I had complete supervision of 
that store, having been manager of it. I had complete 
supervision of that store. We opened that store in Novem¬ 
ber 1919, and opened the Rosenthal Company in 1923, and I 
continued to sign checks and supervise the Kay of Wash¬ 
ington for at least five or six years after that. 

Q. You have just said what I had in mind, you were an 
important officer of that Kay, Washington, before there 
was any Rosenthal Jewelry Company at all, weren’t you? 
A. Oh, yes. 

Q. And you got a salary from that company, didn’t! 

1161 You? A. From the Kay Company? 

Q. Of Washington? A. Yes. 

Q. For some 15 years. A. I don’t know how many years.! 

I got probably a third of my total salary from Bay, Wash¬ 
ington for a good many years after I left there, at which 
time I moved up to the wholesale house, but still retained 
the position of general overseer of that retail store. 

Q. And you are an important owner in that store? A. 
Yes, sir. | 

Q. And you own stock, I think in every one of the 60 or 
70 retail jewelry corporations, don’t you? A. We don’t 
have that many corporations. 

Q. Regardless of how many there were, you own stock in 
all of those? A. All except those that have been opened 
since this controversy started. 

Q. And without going into detail that Mr. Levin’s ex¬ 
hibit does, which had been introduced, you have been presi- 
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dent or treasurer, president or vice president of innumer¬ 
able of these stores? A. A great many. 

Q. You have been some sort of an officer in pretty nearly 
every one ? A. Yes, in fact, I am still president of all of the 
California stores. 

**••••••• 

1162 Mr. Bayre Levin. Your Honor, I wanted to tender 
parts of the examination of Joel S. Kaufmann and 

Robert D. Kaufmann. I know how your Honor is going to 
rule on that tender and I want permission to make the 
tender Monday. 

The Court There will be the same ruling. 

Mr. Bayre Levin. No doubt. 

1 Mr. Gordon. What are the parts? You have just said you 
tender parts. 

The Court The parts that were tendered before. 

Mr. Gordon. The parts that were excluded before? 

Mr. Bayre Levin. No actual tender was made. Your 
Honor will remember I was stopped there. 

The Court. Yes. 

Mr. Bayre Levin. But the parts I am going to tender 
have to do with the method by which salaries were deter¬ 
mined and paid and received, and mostly those things that 
have to do with the knowledge or lack of knowledge of those 
receiving the salaries. I know what your Honor’s ruling 
will be. 

The Court. Yes, but you may tender it 
Mr. Bayre Levin. That is the reason I wanted a little 
time to cull out this. 

Mr. Gordon. I don’t want any slip there. If you are 
tendering something we ought to know. 

1163 The Court That is what he is going to do. 

Mr. Bayre Levin. I understood I had your Honor’s 
permission to tender them Monday. Otherwise we are 
closing the case now. 

Mr. Gordon. I don’t think you ought to do that 
The Court. Do you have them marked? 
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Mr. Bayre Levin. Yes, but there is too much marked. 
Since we know what your Honor’s ruling is going to be, 
your Honor is going to rule exactly as you did on the salary 
schedule, and I want to go over this a little bit. 

The Court I understand that Mr. Levin is making thisj 
tender he expects to make so as to have his record in shape, 
before the Court of Appeals if he happens to be the one that 
takes it up. He wants his record. 

Mr. Gordon. Yes. 

The Court Showing the evidence was offered which was 
objected to and the objection sustained, and it is along that 
same line. As I understand it, it was offered right on the 
first day of the trial, after which I sustained your objection. 
His case is in. He doesn’t propose to offer anything new r 
Mr. Gordon. I just wanted to make sure. 

• *••••••!» 

1165 [Plaintiffs’ Exhibit No. 57 received] 


1167 Marcus S. Goldnamer was called for examination 
by Counsel for the Defendants Marcus S. Goldnamer 

and Helen Goldnamer, I 

I 

• * • # * * # • I • 

i 

1168 Q. At the outset you procured a lease, [referring to 
Hay Jewelry Co., Washington] did you not? A. Yes, 

sir. | 

Q. And you stated, I believe, that you assisted Mr. Saul 
Kaufmann and Mr. E. L Kaufmann in determining t!he 
window display and the selection of the stock in trade, I 
believe. A. All except the window part of it That was 
almost exclusively Mr. Saul Kaufmann’s job. I 

Q. After you opened up your store how did you go about 
the matter of buying additional stock for that store? A. 
Well, I had complete charge of that. 

Mr. Gordon. You mean stock in trade? 

The Witness. Yes. 
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By Mr. Wilkes: 

Q. Stock in trade. It was necessary for yon to go to New 
York and other places to select and arrange for delivery 
here of stock in trade? A. Yes, Mr. Sanl Kanfmann went 
with me on a trip o- two. 

1169 Q. There came a time in 1923 when the E. M. 
Rosenthal Jewelry Company was opened up? A. 

Yes, sir. 

• •••••••• 

Q. From that time until the time of the commencement of 
this suit, or the events immediately preceding the com¬ 
mencement of this suit, were you the active manager of the 
so-called wholesale end of the system’s business? A. Yes, 
sir. 

Q. Now in that connection just briefly explain to the 
Court what you actually did. A. Well, so far as the buying 
and selling of merchandise was concerned, I had that com¬ 
pletely in my charge. Of course we had to start out and 
make new connections. I had learned that a great deal of 
merchandise that we had been buying as retailers was im¬ 
ported from Europe, particularly watches, and of course all 
diamonds, and I had also learned there was a very great 
differential in the difference between retail and wholesale, 
and of course immediately set about to establish as best I 
could connections for importing direct through a commis¬ 
sioner of watches and diamonds, and naturally I tried to get 
the connections with jewelry manufacturers that the stores 
as retailers had not been able to obtain. That was entirely 
in my charge. 

The supervision end of the business was at the beginning 
as an assistant more or less to Mr. E. L Kanfmann, and as 
time went on, I would say that the supervision up 

1170 until 1936 was about equal, with the understanding 
that the final sayso regarding the opening of stores 

and making of leases and such banking connections and so 
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up and so forth, the final say-so rested in the hands of Mr. 
E. I. Kaufmann, either doing it with him, or doing it myself 
and he acquiescing in what I did. 

• * * • # * * • • 

Q. When you used the word ‘‘supervision’’ what do you 
refer to? You referred to supervising and then to somel 
functions. A. What I meant, supervision of the Rosenthal 
Jewelry Company, anybody that did anything in the Rosen¬ 
thal Jewelry Company I didn’t do, it was under my super¬ 
vision, and when I am talking about supervising the stores, j 
I make that differential. j 

Q. Let me ask you this. During the early half of this ! 
period immediately following 1923, say for the first ten 
years, up to 1933, to what extent did you engage your-| 
1171 self in supervising the retail jewelry stores located in! 
the Washington, D. C., area and elsewhere? 

The Court Located where ? 

By Mr. Wilkes: j 

Q. In Washington, D. C., area and elsewhere. A. Well, 
first I could not say about the fullest extent. I would say 
when there was anything regarding supervision, I meant to 
explain that the entire supervision was under Mr. E. Ii 
Kaufmann and myself, more to him alone when we first 
started, and as the years passed by, that is where I guess 
you got the impression of one-half. | 

From, say 1928, after 1928 I would say that the super¬ 
vision was about 50-50 supervision of the retail stores bej- 
tween Mr. Kaufmann and myself with that proviso that Mr. 
Kaufmann had always the final say. 

Q. To what extent did you arrange for the financing 
necessary in order to carry on the so-called wholesale end of 
the business as well as the so-called retail end of thq 
business? A. The same thing applies. At the beginning I 
introduced Mr. Kaufmann to the local bankers and Mr. 
Kfl.nfm fl.Tm introduced me to the Chatham-Phoenix Bank, 
afterwards absorbed by the Manufacturers Trust Company, 
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and we weren’t able to do much financing in Washington 
because of the differential in interest rates. I don’t mean 
to say we conld not get as much credit here as in New York, 
bnt we conld not do it as cheap. The District of Colnmbia 
bankers saw fit to charge two or three times as mnch 
interest as the New York bankers would charge, and 

1172 we gradually got to the point where we used the New 
York banks almost exclusively. New York, and the 

Union Trust Company of Springfield, because they had a 
picture of the furniture stores and they were willing to take 
a chance on us possibly more than the Washington bankers, 
and I went to New York with Mr. Kaufmann several times, 
and also to Springfield, and he did most of the talking and 
arranging in the early days, and after a few years he 
delegated that to me, and for the past 15 years, I will say, 
or 13 years, up to 1943 I did practically all of the financing 
for the stores as a group and the Rosenthal Company. 

Q. Now to what extent did you employ your time, Mr. 
Goldnamer, in acquiring of leases and the negotiation of re¬ 
leases? A. As to the percentage of time I would not care to 
say. The same thing with leases applied to financing with 
the exception of maybe a dozen stores we bought out We 
did that together O.K., and of course the early stores, Mr. 
Rosenthal and Mr. Albert Levi had a hand in some of them, 
but I am talking about the time from the inception of the 
Rosenthal Company, maybe a dozen stores bought out 
by the Rosenthal Company, or a company to be formed by 
the officers of the Rosenthal Company. 

As there seems to be a difference as to who did it, I 
personally bought all the stores that were bought, where 
we bought a going concern, changed the name and put in a 
different stock or additional stock with the acquiescence of 
Mr. Kaufmann because he has never proved to be a detail 
man or know anything about merchandise, although 

1173 he claims to know a lot about merchandising. 

The leasing of the stores, I would not like to say 
who did this, that or the other. It was done completely 
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always after the Rosenthal Company was formed by Mr. 
Kaufmaim or me, or ns together. 

After the first fonr or five years if there was any dif¬ 
ference of time or effort spent I would say I did a little 
more than he did, but always with his permission or sug¬ 
gestion and always with his acquiescence. 

Q. Mr. Goldnamer, in respect to the procedure in pur¬ 
chasing a going business or acquiring a lease, was it the 
practice to first incorporate the retail jewelry company and 
then acquire the business, acquire the going business or 
the lease? A. Just the reverse of that. 

Q. And the reverse applying both to the procuring.of the 
leases or the purchase of the going retail jewelry business. 
Is that correct? A Oh, yes. We had mechanics to form 
corporations. That got to be just play for us. The job 
was to get the location and make the lease. That was a very I 
important part. After we had gotten the location we would 
sit down and decide who was going to be manager and whoi 
were going to be officers, and divide the stock up and look! 
for another location. 

Q. And that was true in each and every instance as far as 
you can recall at this time ? A Yes, sir. ! 

Q. Does the E. M. Rosenthal Jewelry Company 
1174 have any insurance on your life? A Yes, sir. 

Q. What amount? 


********* 

The Witness. $230,000. i 

Q. Does the Rosenthal Jewelry Company have insurance 
on the life of Mr. E. I. Kaufmann ? A Yes, sir. 

Q. How much ? A $100,000. 

I 

********* 

. 

1175 Q. Now I would like for you to tell, or deal witfi 
the actual facts in connection with the operation 6f 
the so-called wholesale and so-called retail end of this 

1176 entire business enterprise as one unit, in connection 
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vrith first the matter of financing, to what extent was 
the money of the various corporations used interchageably? 
A. Frankly, we used it interchangeably whenever we 
deemed it necessary to any extent we thought it was neces¬ 
sary. 

I might say to cut it short that I never paid any attention 
to whose money was being used, and I don’t think Mr. Kauf- 
mann did. We had a job to do and we did it. If we got in a 
spot with the retail end of the business and they needed 
money, we would help them out and if the wholesale end 
needed money, why the store end of the business would help 
them out. 

Q. But it is a fact, is it not, Mr. Gcldnamer, that accurate 
accounts were always kept in connection with those trans¬ 
actions? A. Very. 

Q. And it is also a fact, with very minor exceptions, 
there have been no losses in connection with the inter¬ 
changeable use of cash by one corporation or the other? A. 
As between corporations there are no exceptions that I 
know of. 

We might have stepped out and taken a slight loss on 
something on money loaned outside of the organization, for 
something personal. 

i There were one or two instances where we used bad 
judgment by loaning money or stood good for some 
1177 of our friends and might have lost a little bit, but I 
don’t know as between one part of the organization 
and the other that there was ever a dollar lost. On the 
other hand, with very few exceptions, we charged 6 per 
cent interest. If the revolving fund loaned money to the 
individual they got 6 per cent. If they loaned it to the 
Rosenthal Company they got the amount the bank in New 
York would charge us, and vice versa, but so far as princi¬ 
pal is concerned, if there has ever been a penny lost be¬ 
tween the interchange of the monies I don’t know about it 

Mr. Gordon. When you say interchange you mean loans 
made by one company to another. 

The Witness. Yes. 
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By Mr. Wilkes: 

Q. And that interchange of money under the definition 
you have just given went on pretty much from 1923 up to the 
time of the filing of the suit, did it not? A. No, it is in 
vogue now. 

Q. Mr. Goldnamer, is the same thing true with respect to 
the lending of credit by the endorsement of paper as be-| 
tween the E. M. Rosenthal Jewelry Company and the vari¬ 
ous retail jewelry corporations? A. Yes. I think I can 
explain that a little better than it was brought out before. I 

Q. Will you in your own way? A. I think counsel ini 
bringing that out were not quite clear with the facts. 

In most instances, if I remember correctly, and I am 
pretty sure I do, we didn’t endorse the paper because 
1178 we weren’t concerned. If the store needed the money} 
it would not do any good to show their reports bej 
cause it didn’t amount to much, but we knew they were 
going to pay it, so we took their note and put it in our safe, 
in most instances, and we would borrow a like amount from 
the bank and it was more or less as a matter of accommodaf 
tion and to help the stores because the stores would have 
to go to their local banks, having no New York or Springi- 
field connection, and have to pay 6 per cent for their money!. 

I am not sure whether the Rosenthal Company didn’jt 
make that different at some time. I don’t recall, but the 
method of procedure wasn’t a matter of endorsement, but 
in most cases it was to save time and it was expended for aU 
purposes. After lending the store that much money and 
borrowing that much money from the bank, which when it 
was paid back offset both loans. 

Q. Mr. Goldnamer, was it ever the custom to have the 
E. M. Rosenthal Jewelry Company consign jewelry to any 
of the retail jewelry stores on a consignment basis? A. 
Oh, yes. That is the regular course of business. We didn’t 
permit too much of that. For instance, if we had a plenty 6f 
diamond rings and a store in New England or California 
or the Midwest or the central part of the country wanted to 
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put on a big diamond week or a day or two and they wanted 
say $50,000 or $75,000 worth of diamonds in addition to 
that which they had, which would to the public seem that 
was all their own merchandise, why, we would send 

1179 out a big lot of goods on a memorandum to that store, 
and they would use that for that purpose and when 

they were through with it they would send it back. 

The Rosenthal Jewelry Company would bill them for 
what they had not returned. 

Q. In general wasn’t the stock of goods delivered on open 
account basis as between the Rosenthal Jewelry Company 
and the retail stores? A. I don’t know what you mean by 
open accounts, but a straight charge? 

Q. Yes. A. The consignment we mentioned was an ex¬ 
ception to the rule, not the general rule. 

Q. Do you agree with Mr. Gordon’s statement to the 
Court that Mr. E. L Kaufmann was always the man in final 
authority from 1923 up to date in so far as he having given 
the final word or reserved the right to give the final word 
in connection with all matters having to do with either the 
■wholesale end of the business and the retail end of it? A. 
Yes, sir. 

Q. How were officers and directors actually named? A. 
By Mr. E. I. Kaufmann and myself, up until 1936 and then 
by Mr. E. L Kaufmann and myself at the suggestion of Mr. 
C. D. Kaufmann. 

Q. You made a statement under the examination by Mr. 
Levin that the directors were frequently not advised of 
their designation as directors until some period of time after 
their designation. Is that same thing true with re- 

1180 spect to officers? A. Well, not to as much extent be¬ 
cause the officers, Mr. Kaufmann and I were two of 

the officers. There weren’t but one or two more. The 
secretary-treasurer was the manager of the store, so he 
had to be notified right away. 

If you are trying to make the point they were appointed 
rather than elected there, I will subscribe to that. 


595 


Q. And that applies to all of the retail jewelry stores in 
general, does it not? A. Yes, up until at least 1936. 

Q. And as a matter of interest how was it customary for | 
some years for the position of president to be determined 
in newly formed jewelry stores ? 

• ••*•***• 

The Witness. The president of these stores, that office 
after 1930 or 1940,1 think became more of a burden than it 
did an honor. At first Mr. Kaufmann wanted to bestow 
honors or badges upon me and I was glad to get them, but 
as time went on, and when the end of the year came around 
and you had to peruse and sign some 30 or 40 or 50 income 
tax returns and so forth and so on, I would rather 
1181 not be president and president and we finally got to 
the point of matching for it, and I have said jokingly 
to counsel here whenever Mr. Kaufmann won that meant 
he didn’t have to be president, and when he lost, lots of 
times we matched again. 

By Mr. Wilkes: 

Q. Now, Mr. Goldnamer, how was the matter of deter 
mining bonuses weighed in the discussions which you 
with Mr. E. L Kaufmann, bonuses to be given by the 
jewelry stores? A. What little discussion I have had 
to the effect that they would be given to those that it 
though by Mr. C. D. Kaufmann and Mr. Kaufmann 
it. That is people who had been active in the 
would share in those bonuses. It was not so much in 
special activity of any particular store, but just 
worthiness, more or less. 

Q. If one man were a supervisor of say half a 
stores, was the bonus he got dependent upon the 
of work or the amount of good work that he did, for any 
of these sixty or more stores, or was there some other 
for determining the bonus? A. I think both of those 
were taken into consideration, but you see a man’s worth 
what we thought entitled him to a 
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his fine work done in a store that made a great deal of money 
but dne to the existing tax laws, the excess profits taxes did 
not permit that store to have enongh left to pay for a bonns 
on account of the base. These new stores could come 

1182 in and make half as much money as an old established 
store and they had no base, and they had to pay 

three or four times as much taxes in excess profits taxes 
than a store that had had a base and made two or three 
times as much money. 

So, I think that had something to do with the giving of 
the bonus. 

1183 Q. You say you think it did? A. Oh, yes. Well, 
I am sure it did. I repeat again: I had very little to 

do with the giving of the bonuses. It was discussed with me, 
and if I am not mistaken they have only been given the 
last two or three years to any extent, more than just a little 
gesture here or there to someone. 

Mr. Gordon Well, if they have only been given the last 
two or three years, they certainly haven’t anything to do 
with this suit, because the most recent store that is involved 
in this suit was around 1941, which is a longer period ago, 
and I move to strike it out. 

Mr. Wilkes. Well, you mean the most recent one was 
formed in 1941. 

Mr. Gordon. Yes, that is right. 

Mr. Wilkes. Bonuses, as I understand it, have been paid 
during the last several years, which antedates the time of 
the filing of this suit, your Honor. 

The Court. The bonuses were paid from the time that 
antedates the beginning of this suit, were they? 

The Witness. Oh, yes, sir, but- 

The Court. Not to a great extent? 

The Witness. Not to as great an extent as they have been 
in the last two or three years. 

The Court. Yes. 

The Witness. I tried to explain that. 
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By Mr. Wilkes: ' 

Q. Now, as to the matter of supervision, Mr. Groldnamer, 
was the same amount of supervision given to each store, or 
did the amount of supervision vary as to the different 

1184 stores? A. Why, the amount of supervision varied 
as to the needs of the stores. If a doctor has half a 

dozen patients and one or two of them are sicker than the 
others, why, naturally he visits them, pays more attention 
to them than to the others that are not so sick. 

Q. So that the stores were not given supervision in any 
ratio of payments which were made for that supervision, is 
that correct? 

• ••••*••• 

The Witness. Supervision charges were made on the 
basis of the ability of the store to pay. For instance, I re¬ 
member distinctly that Mr. C. D. Kaufmann, who in later 
years was the main supervisor, and all the other super¬ 
visors were under his supervision—if I don’t use too much 
the same term—and I recall very distinctly that he made 
any number of trips to Detroit to try to save that store out 
there, and finally decided to advise us that we ought to close 
it up; and I am sure that the records will show that 

1185 Ray, Detroit, was one of the very smallest contribu-1 
tors to the administration or supervision fund, be¬ 
cause of their financial position. 

* * . • • • • • • • 

Q. Now, with respect to dividends, Mr. Groldnamer, what 
was the practice through out this period from 1923 up to thisi 
time, of determining the amount of dividends to be issued! 
by the various individual stores? A. Well, the same thing! 
applies to dividends as does to supervision. Mr. Kaufmann 
and I had entire charge of it up until ’35 or ’36, ’34. As Mr.l 
C. D. Kaufmann became more prominent and had more ex¬ 
perience and knowledge he entered into that picture; and in 
the last, oh, I guess six, eight years he, after contacting 
with his board of supervisors, would report back to Mr. E. U 

I 
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Kaufmann and myself, and we would decide to declare divi¬ 
dends in this, that, or the other corporation, and how much. 
And of course all the stores now—practically all the stores, 
or maybe all of them, except those that have been opened 
sdnce last August, are on a monthly dividend basis, payable 
quarterly. 

So we tried all along to—as fast as these stores were 
able, instead of paying all out in yearly dividends, to help 
those who had debts and were paying for their stocks—we 
tried to get the stores to pay these monthly dividends as fast 
as they get in shape, until we reached a point where they, 
all of them, were paying one percent a month; and they did 
that monthly up until, oh, some years ago, when it was 
shown that it would be better to—it would save a lot of 
bookkeeping and stationery and postage by sending 
1186 out three months’ dividends four times a year than 
one month dividend 12 times a year. And it would. 

But getting back to the overall picture, either Mr. E. L 
Kaufmann, C. D. Kaufmann, and myself I would say were 
the main decidors of the dividends, and how much, with the 
same application of responsibility and authority redounding 
to Mr. E. L Kaufmann that has in other things. 

Q. Taking any one of the individual jewelry stores and 
with respect to a particular dividend, was the dividend sug¬ 
gested by the Washington group and then formally ap¬ 
proved by the Board of Directors of the individual store, 
and then the dividend paid? A. No. 

Q. Or how was it handled? A. No. In the early days 
Mr. Kaufmann or either one of us or both of us would, either 
at the suggestion of the auditor or ourselves—would see 
that they had more money than they needed, and we would 
declare a dividend. 

Q. And then when was the board action taken? A. The 
board of the—well, whenever the auditors—in the early 
days the auditors made up those minutes every six or eight 
months or whenever they got around to it. And they got 
around to it, they would draw up the minutes, and then they 
would send to us in Washington, and we would sign them 
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and send them—if any of the directors were ont of town, we 
would send them to them, and they would sign them. 

Q. Then, it is uniform practice to pay the dividend out 
first, and send out the minutes to be signed by the di-| 
1187 rectors after the dividends had been paid out; is thaif 
correct? 

Mr. Gordon. Oh, did he say that? 

The Witness. Yes, sir. 

Mr. Gordon. Did he say that? 

The Witness. Yes, sir. 

• • • • • • • . * f 

I 

By Mr. Gordon: 

Q. Do you mean to say, Mr. Goldnamer, that it has been 
a uniform practice in every store, from beginning to end, to 
do anything of that sort? A. No, sir; I did not say that. 
Mr. Gordon. Of course not. 


By Mr. Wilkes: 

Q. Give the picture in your own words. A. I said in the 
beginning that’s the way we did it, without any thought 
or suggestion to—among stockholders or directors or any¬ 
body else. 

Q. Running down to what date? A. Running down—Mr. 
Kaufmann and myself—running down—well, to be sure, 
’33 or ’34. j 

Q. All right. A. And then as Mr. C. D. Kaufmann be¬ 
came more prominent in the picture, he took a more 
1188 active and more important part in that. 

By Mr. Gordon: 

Q. And you have taken very little part since, 
you? A. Sir? 

Q. And you have taken very little part since, in tliat 
part of it? A. Since when? 

Q. Since ’34 or so. A. No. I have always had a—the 
question of dividends and amount of dividends discussed 
with me up until very, very recently. 

I 

i 
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By Mr. Wilkes: 

Q. How recently is that, sir? A. Oh, I would say at least 
up until ’42. 

Q. Yes, sir. Now, from 1934 to 1942, give the Court in 
your own way a picture of just how the dividends were 
determined upon and whether the dividends were paid out 
prior to any action at all being taken by the Board of Di¬ 
rectors or the individual stores. A. I don’t think that needs 
much elaboration. Either Mr. Kaufmann, Mr. C. D. Kauf¬ 
mann, and myself, either the two of us or three of us, some 
way or other, with the advice of some supervisors or with¬ 
out, according to the year that you are referring to, decided 
on how much money the firm had available; and then it was 
generally the custom to declare about two-thirds of the 
profits. I mean, I remember Mr. C. D. Kaufmann always 
point out that Mr. Kaufmann—Mr. E. L Kaufmann and 
myself were a little more conservative, probably, but 
1189 Mr. C. D. Kaufmann always pointed out that, no 
matter how much dividend he suggested we’d pay, he 
always tried to keep at least one-third of the amount of the 
last years’ profits for—to go into surplus. But if you are 
trying to bring out the fact that there wasn’t any stock¬ 
holders or corporate action, why, I will submit that com¬ 
pletely. There wasn’t. 

Q. There wasn’t until after the dividend had actually 
been paid out? A. That’s right 

Q. Is that correct? A. That’s right; notwithstanding 
whether the minutes reflected that or not. 

Q. Well, will you explain just what you mean by your last 
remark? A. Well, the minutes reflected that the dividend— 
the Board of Directors or whoever had met and decided to 
declare a dividend. 

Q. Were those minutes sometimes dated- A. I would 

say, sir,- 

Q. -at an earlier date from the time of signing? A. 

Oh, yes. Regardless of the time, they were—regardless of 
the time that they were dated, I said that sometimes that 
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they weren’t gotten up—I will say this on catching sight of 
Mr. Hirshman: In recent years when he’s had charge of 
those things from a legal standpoint, he has been very 
meticulous in seeing that those things are right up to—right 
up to now, and especially since this squabble started, they 
probably anticipate a meeting by the Board of Di- 
1190 rectors, but not—(laughter). 


By Mr. Gordon: I 

Q. How long has Mr. Hirshman been doing it? A. I 
don’t know. Mr. Hirshman has been acquiescing in it for a 
great many years, but a few years ago—Mr. Hirshman will 
know—Mr. E. I. Kaufmann and I had quite a discussion 
about who was responsible for this, that, or the other re¬ 
garding minutes, notices, and so forth, and we both sat up 
in my office, and Mr. Kaufmann and Mr. Goldnamer told 
Mr. Hirshman in no uncertain terms that from henceforth 
we would sign no legal papers, of notices or proxies or 
minutes or anything unless they had his initials on them; 
and since that date that has been Mr. Kaufmann’s pro¬ 
cedure, I think, and I’m positive that it has been mine, t 
have never signed—since that time I have never signed anyf- 
thing unless Mr. Hirshman’s initials were on it beforehand. 

By Mr. Wilkes: 

Q. Now, Mr. Goldnamer, at Christmastime what if any 
practice existed with respect to employees of the E. M* 
Rosenthal Jewelry Company going into the local retail 
jewelry stores to work? A. Well, you see, the Rosenthal 
Jewelry Company’s work, their important work, is a full 
season ahead of the retail part of the organization. When 
the retail stores are busiest, the Rosenthal' Company is the 
least busy. So during the holiday season right before 
Christmas—I don’t—the Rosenthal Jewelry Company per¬ 
mits its bookkeepers and sales people and even the depart¬ 
ment heads to go to the* local stores and help them out, go 
over the Christmas season, or a lot of them come into 
1191 the office in the morning and see what they have to do, 
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and leave as soon as they have done that, and spend 
the rest of the day at the stores. And during the holiday 
season just before Christmas the stores are open at night 
and of course the Rosenthal Company except there are rare 
times is not open at night. 

Q. Now, has it been the custom at any time—or may I 
reframe that question: Did the Rosenthal Company at any 
time mate any deduction from the pay roll for the hours or 
days that the employees didn’t report to the E. M. Rosen- 
. thal Jewelry Company? A. No, sir. 

Q. Did they receive any compensation from the retail 
jewelry stores for the services of employees of the E. M. 
Rosenthal Jewelry Company loaned or given to them? A. 
Not according to any agreement, or they would—I know 
that they—I think in nearly all instances the store manager 
would pay the person that helped him out in the way of, call 
it a Christmas present or something like that, but they 
weren’t on the pay roll. 

Q. No, but did the retail jewelry companies in any in¬ 
stance pay the E. M. Rosenthal Jewelry Company? A Oh, 
no. No. Wasn’t anything to pay them for; they hadn’t lost 
anything, except the services which they didn’t need. 

Q. AJ1 right. Now can you explain to the Court what 
was done in connection with the training of managers and 
other employees in one store for use in a store to be opened 
up in the future, giving some specific examples? A. 
1192 Well, in the very early days after the Kay—well, the 
very earliest day, for instance, when I got ready to 
open up the Kay, Washington, store, I went over to Mr. Saul 
Kaufmann’s store for training. After I had been in busi¬ 
ness for a year or so, other people were brought into my 
store for training. 

When we got ready to open up in Indianapolis, Mr. 
Walter Rosenthal, Mr. Ed Rosenthal’s brother, came to 
Washington, lived for a few months, and worked in the Kay, 
Washington, store; and R. S. Dryfoos, Sol Bloom, Homer 
Jonas, and several of the early managers came to Wash¬ 
ington and to the Kay store. Then in later years after the 
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Franc Company was organized I think the majority of the 
trainees went to the Franc Company for special training. 
I don’t know what other stores they went to, but those two 
stores stand ont because, of the early stores, the very early 
stores, more went to Kay, Washington, than anywhere else, 
and of the later trainees more went to Franc, Washington,, 
than anywhere else. j 

Q. Now, Mr. Goldnamer, if in a given city there was onej 
Kay store and there came a time when you wanted to open 
up a second Kay store in the same city, have there been 
instances where you would take the assistant manager from 
the first Kay store and make him the manager of the second 
Kay store? A. I think you misstated that a little, Mn 
Wilkes. I think you mean a second store, because in most 
instances we don’t open up a second Kay store; we open up 
a Whalen store. See? 

Q. Well, all right; let us make it “a second store.” 
1193 A- It went in the Kay group, but you understand 
what I mean. j 

The Court. It had a different name? 

The Witness. Oh, yes. That happens. That’s natural. 
You see, nearly all of our people, all of our managers anil 
supervisors, have come up from the inside. I mean we don’t 
go out and get people that have had training, except in sonie 
‘instances. Particularly in the early days all of the fellows 
came up through the organization; and Mr. Cecil Kaufmann 
and Joe Levi and Joel Kaufmann and Amby Schloss, they 
had their actual jewelry training when they came into the 
organization. I don’t mean that they hadn’t had business 
training or credit training, but I am talking about the 
jewelry end of it now. 


By Mr. Wilkes: 

Q. Yes. Now, Mr. Goldnamer, can you give to the Court 
a specific example of the opening up of a second store ip a 
given city where a manager was taken from store No. 1 in 
that city? A. Yes. 
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Q. What is that? A. The most recent one and important 
one, I think, is that the Kay, Providence, manager, who in 
my opinion had a great personal following, had been an em¬ 
ployee, assistant manager, of Kay, Providence, store for a 
number of years and then was made manager, when Mr. 
Dryfoos passed away—an important manager in New Eng¬ 
land, in my opinion—was taken ont of that store and made 
the manager of the new Whalen store opened np a 

1194 few blocks away, and a manager and supervisor from 
Hartford was brought in and made manager of the 

Kay, Providence store. 

Q. Well, whatever his name might be, Mr. Goldnamer, 

- A. Kritz is the man who supplanted the manager. 

Kritz is the man who was manager of the Whalen store in 
Hartford—a supervisor and little, low, chunky fellow. 

Q. Well, now, this little chunky fellow you said had quite 
a following? A. Yes. On my trips up there he im- 

1195 pressed me as a very, very good, very fine store 
presence; and, oh, I remember lots of times people— 

when I was there people coming in wouldn’t let anybody 
else wait on them except him. 

Q. Yes. A. And that happened in many of the—of course 
it’s like in all other businesses; managers and head sales¬ 
man have their personal following where people depend 
upon their judgment and trustworthiness in calling for 
them. 

• •••••••• 

Q. All right, sir. Now, in opening up—there are 11 
stores and branch stores in Washington, are there not? A. 
About that many. I haven’t taken the time to count them. 
][ could do it. 

Q. Now, is it true that in Washington employees and 
assistant managers have been graduated from one store to 
another from time to time? A. Oh, yes. 

Q. And that generally is true throughout the system, is 
it not? A. Oh, yes; that’s natural. For instance, 
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1196 if—Saul Feld comes to my mind, and he was an im- j 
portant man in the—salesman in the Franc Jewelry J 

Company. Well, when they opened the Franc Jewelry Com¬ 
pany in Arlington, he is presented ont there and made | 
manager. 

Q. Yes, sir. A. And sometimes different—the name 
didn’t make any difference; name of the store, I mean. 

Q. Now, is it also true that the E. M. Rosenthal Jewelry j 
Company has trained some of the men in the wholesale 
branch of the business, and thereafter they have been 
graduated into the retail end of the business? A. Yes, sir. 

Q. Can you name some of the men who have been so 
graduated; just give us several, if you will? A. Well, one 
of the most important of our men was Mr. Joseph Levi, who 
died a few years ago. He came in to the Rosenthal Jewelry 
Company from a retail business. I don’t know just where 
he came from, but his first occupation with us that I recall 
was assistant to me, or was in the Rosenthal Jewelry Com¬ 
pany, was paid by the Rosenthal Jewelry Company after he 
had gotten training in some of the retail stores; I don’t! 
recall just what. And Mr. Joel Kaufmann’s first experi¬ 
ence was with the wholesale house. Mr.- 

, By Mr. Gordon: j 

Q. Wasn’t his first experience up in Reading or one of 
those stores? A. Not in jewelry, no. 

Q. But furniture? A. Yes. 

1197 The Witness. Mr. Amby Schloss was in the Rosen¬ 
thal Company for a number of years and now man 1 

ager of our Jacksonville store. 

By Mr. Wilkes: 

Q. Now let us take Mr. Joe Levi. After he left the £). M. 
Rosenthal Jewelry Company, referring to the wholesale 
branch of the business, what work did he do? A Well, ]| 
am not positive as to all of his work. 
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Q. Well, thereafter what did he do? A. Well, he became 
trouble-shooter or—and supervisor, I would call it. I mean 
by that, that work of supervision that had to be done, why, I 
think he was just ahead of Mr. C. D. Kaufmann, if I am not 
mistaken. 

Q. Supervision of what? A. Anything that had to be 
done in the retail store: management, markup, advertising, 
store displays, just anything that came under the head of 
supervision. 

Q. He was, for several years until the time of his death, 
a contemporary of Mr. Cecil D. Kaufmann, was he not? A. 
Yes. I might add here, to make the thing more explicit: 
the managers as such, about all they had to do themselves, 
of their own initiative, was to sell the goods and collect the 
money. The rest of the thing was stereotype, was written 
out for them or told them what to do, where to advertise, 
how to advertise, when to advertise, how to bank, where to 
bank, and what not 

Q. And they were told from where? A. From 
1198 Washington, from the Rosenthal Jewelry Company, 
at the beginning, and then from the Kay stores 
through the- 

Mr. Gordon. Now, I object to that. That is his con¬ 
clusion again. 

The Witness. No. 

Mr. Gordon. They were told from Washington. They 
were told by somebody, but not from the Rosenthal Jewelry. 

Mr. Wilkes. Well, now you are testifying. 

Mr. Gordon. I am objecting. I am objecting to this as a 
conclusion when this gentleman says they are told by the 
Rosenthal Jewelry Company. The Rosenthal Jewelry Com¬ 
pany can’t tell anybody anything; it is some individual 
tells them. 

The Court. He is talking about himself, probably, as 
manager of the Rosenthal Jewelry Company. 

The Witness. That is right. 

Mr. Gordon. And as president of about a dozen stores, 
and had many other capacities. 
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The Court. He does. That’s all in the record, and the j 
Rosenthal Jewelry Company is certain men. 


The Court. The action is taken by certain men, here, even j 
thongh the term ‘‘Rosenthal Jewelry Company” is used. 

• • # # * • * * • | 

By Mr. Wilkes: j 

Q. Mr. Goldnamer, with respect to the matter of 

1199 making loans to employees, there has been some testi- I 
mony here having to do with the practice of selling 

stock to key employees and taking back the stock as col¬ 
lateral. Now, insofar as loans were made by the E. M. 
Rosenthal Jewelry Company, give the approximate period 
that you are referring to, and tell the Court in your own 
way how the transactions were handled. 

• • • * * * • • * 

A. The Rosenthal Jewelry Company or members or man¬ 
aging directors or their—is that the proper way to put it? 
The Court. Yes. 

The Witness. -made these loans to the individuals 

from the time there was any money to be loaned up until the 
time that that delegated—or excuse me—that what I term 
branch of the supervision was incorporated by Mr. E. L 
Kaufmann, his son, and myself and after that, was handled 
by Mr. C. D. Kaufmann and his assistants. 

Mr. Gordon. No. 

Mr. 'Wilkes. Now, the incorporation that you are re-1 
f erring to is Kay Associates, Inc. ? 

Mr. Gordon. That is totally wrong. You don’t want that 
in the record, do you? It just isn’t so. 

By Mr. Wilkes: 

Q. Mr. Goldnamer, let us deal with—let us take it 

1200 step by step. The E. M. Rosenthal Jewelry Com¬ 
pany was incorporated in 1923? A. Yes, sir. 

Q. And during the first five years, let us say, were there 
loans made to employees and officers who purchased stock. 
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such loans being made by the E. M. Rosenthal Jewelry Com¬ 
pany or the managing officers of the Rosenthal Jewelry 
Company? A. I think so; yes, sir. I’m pretty sure. 

«•••••••• 

The Court. Not the individual loans; we are not going 
into that 

Mr. Wilkes. The mechanics has not been clear, and I just 
want to get the mechanics in. 

The Court. That is what I think it is. 

1201 Mr. Gordon. But the point of the thing is, before ' 
then in these 18 companies we are talking about the 

Rosenthal Company didn’t make any loans, didn’t have any¬ 
thing to do with any of them, and from what this witness has 
just been testifying- 

The Witness. Excuse me. I did not say that they did. 
The Court No. 

The Witness. I said up to the time that the Kay Asso¬ 
ciates was formed, any loans that were made to individuals 
was made by the Rosenthal Jewelry Company or the man¬ 
aging directors thereof, and after that by the Kay—by the 
same people or to their delegates known as the Kay Asso¬ 
ciated Stores, Incorporated, or Kay Associates, Incorpor¬ 
ated. That’s what I meant to say. 

• •••••••• 

1202 Q. Now, dealing with the mechanics, Mr. Gold- 
namer, and dealing—in order that there may be no 

question about it—with the first five-year period of the 
existence of the E. M. Rosenthal Jewelry Company, tell the 
Court in your own way the mechanics of making loans to 
employees and officers other than the original five. A. May 
it please your Honor, I don’t want to be held to any parti¬ 
cular time. Let me put it this way: Anytime that the 
Rosenthal Jewelry Company, if and when they loaned 
' money to an individual for the purchase of stocks in a retail 
store, they took their six percent notes and their stock as 
collateral. When they made additional loans sometimes— 
if I am not mistaken, I think a lot of times—we required all 
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the stock that an employee or manager owned. For in¬ 
stance, we opened np Store A, Store B, and Store C, and 
given this man a thousand dollar investment in each one 
of them, when we opened np Store D we would require him 
to put up $4,000 worth of stock as collateral, and I recall 
very distinctly there were some arguments by some of the 
men: “Well, I bought $4,000’’—for examply only—“I 
bought $4,000 worth of stock.’’ “I bought $2,000 worth! 

of stock in these two stores, and I have paid over 
1203 $2,000. Why don’t you give me my collateral back 
on it? Why don’t you give me back my stock for 
those stores that are paid for?” 

And then I would explain that the collateral—applied on 
all the purchases until it was entirely paid for. 

Q. There has been some reference, Mr. Goldnamer, to an 
amount which is paid annually by the E. M. Rosenthal! 
Jewelry Company to Kay Associates, Inc. Now will youj 
explain- 

The Court. To whom? ! 

Mr. Wilkes. To Kay Associates, Incorporated, your 
Honor. 

The Court. Thank you. I didn’t get it. 

By Mr. Wilkes: | 

Q. Will you explain what that’s for, and state the amount ? 
A. It’s for the carrying on and helping pay the expenses 
of the supervisory work that that Kay Associate storeis 
do mainly. If I am not mistaken, that started out to be 
$12,000 a year, and if I am not further mistaken it is now 
$18,000 plus fourteen hundred that goes at the end of the 
year to the overall auditing account. That money is paid, 
as I said, mainly for the carrying on of the supervisory 
work of Mr. C. D. Kaufmann and his assistants or co- 
supervisors, and so on and so forth, and to some extent for 
the work that the Kay store people do for the Rosenthal 
Company. 

That is, now take the case of the purchase of radios. Mjr. 
C. D. Kaufmann has always had full charge of that and 
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deserves all the credit for the success of the radio busi¬ 
ness. I, having charge of the Rosenthal Jewelry Company 
when radios first came into popularity, was against 

1204 the handling of that merchandise in jewelry stores. 
My contention was that it wasn’t the place for it, 

that it lowered the dignity of the store. Mr. E. L Kauf- 
mann was more or less on the fence, and Mr. C. D. Kauf- 
mann heartily in favor of it, and he sold us whatever bill 
of goods was necessary, and we proceeded to handle radios 
until it got up to a tremendous volume, and Mr. C. D. Kauf- 
mann has—if I am not mistaken, had almost if not entire 
charge and responsibility for the contracting for radios 
and their promotion of the sale of them; and they have men 
paid by Kay Associates to—part of their duties was to get 
certain items of merchandise for the stores, particularly 
specials. We mean by “specials” things that sell for less 
than a dollar, on which the Rosenthal Jewelry Company 
does not charge any service charge. Some part, without any 
specific designation to any certain amount—some smaller 
part of it goes for that rather than for the supervision that 
Kay Associates does for the Rosenthal Jewelry Company 
or the managing directors thereof. 

Q. Now, immediately after the formation of the E. M. 
Rosenthal Jewelry in 1923, how many of the original five 
' men participated in the supervisory service? A. From the 
beginning? 

Q. At the beginning. A. At the beginning? Mr. Saul 
Kaufmann, quite a bit Mr. Albert Levi, a little in New 
England but nowhere else. And Mr. E. M. Rosenthal, to a 
small extent in Detroit, and to a little larger extent in 
Toledo, because the Toledo store was in his own building 
and was right next door to his furniture store. 

1205 Q. And you and Mr. E. I. Kaufmann? A. Yes, sir. 

Q. Now, as time went on, you and Mr. E. I. Kauf¬ 
mann took over the supervisory duties very largely, did 
you not? A. Well, we assumed them to start with, but we 
took over that—if those other men—if those—whatever 
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part of supervision the other three men assumed to start 
with, we took over whatever they—at the very beginning. 

• ••*••••• 

By Mr. Wilkes: j 

Q. To what extent did Mr. Saul Kanfmann super- 

1206 vise in the Pennsylvania area where his store was, in 
Reading and Lancaster, and any other Pennsylvania 

nearby stores? A. To a very great extent. As his son got 
older and more experienced, I think that he was delegated 
that supervision. 

Q. Now, in New England, to what extent, if at all, did Mr. 
Levi supervise up until about the time of his death? A. 
Very little. Just, oh, he might—you see, they had—we had 
two stores in Worcester, and he—they had a furniture store 
there, and I don’t think he ever made a special trip overj 
to those jewelry stores to supervise. He supervised a little; j 
that’s about all. Complimentary, I would say. 

I 

• • • • * • # * * 

1207 Q. When was Kay Associates formed? A. 1936. 
Now, that comes to me from listening. I never took 

the trouble to try to verify. It might have been formed in 
’35 and started to—my best of my information is that it 
started operating in ’36. 

Q. To what extent since 1936, if any, has the supervisory 
work of the stores been done by Kay Associates, Inc.? A 
I would say that the supervisory work was elaborated upon 
and enlarged upon and improved upon from the inception 
of the Kay Associated, Inc., coming into existence. I 

• ••*•***♦ 

1208 Q. Explain in your own wny and in detail what 
you referred to by elaboration of service on the part 

of Kay Associates, Inc. 

The Court. Go ahead. Tell what Kay Associates, Incj, 
did. 

The Witness. Well, we’ll take store personnel for—as 
an example that comes to me—store personnel and conduct 
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and the shaking np or the showing of the stores, the win¬ 
dows and the showcases, and so forth: Mr. Kanfmann and 
myself—I think myself more often than Mr. Kanfmann— 
would get around to the stores, oh, New England I’ll say 
three or four times a year. Now, when Kay Associates 
took over that kind of work, they had the supervisors right 
around there. They were supposed to go to those stores 
once a week. They would all come together oftener. We 
used to have a yearly meeting of the managers—Mr. Kauf- 
mann and myself; and then when C. D. took charge and we 
had more people—more—they used to have two meetings a 
year where all the managers got together. And pertaining 
to anything we did, I said, before that, at the outset, the 
store managers didn’t have to do anything but sell the 
merchandise and collect their accounts, and I repeat that 
that’s all they have to do today, in my estimation. 

Now, what I meant by elaborated and glorified and 
1209 enlarged supervision was that these men, in these 
things, are constantly in touch with them, have maybe 
monthly or bimonthly meetings of the supervisors, and they 
bring in the reports of their trips to the stores weekly, and 
while the stores are taxed with the greater part of that, but 
still is a necessary and has proven that it was a good move 
to make. 

The Court. You said the stores brought in their reports 
weekly. Bring them in where? 

The Witness. The stores ’ supervisors get the weekly re¬ 
ports, and those supervisors, when they would come in to 
meet with Mr. Kanfmann, they would bring those weekly 
reports in and discuss the results of their weekly trips as 
shown on these—or the weekly statements. If I am not 
mistaken, those weekly reports—each supervisor had the 
store manager to put down the business, and then, if I am 
not mistaken, underneath they would list each clerk and* 
how much goods he has sold and so on and so forth, and 
they would discuss- 
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By Mr. Gordon: 

Q. That’s Mr. C. D. Knufmann? A. Yes, sir. ! 

• * • • • • • • • 

1210 By Mr. Wilkes: i 

Q. What individuals prior to the formation of Elay j 
Associates, Inc., actually were engaged by the jewelry 
system in the doing of the supervisory work? A. Mr. C. D. 
Ehufmann to a great extent, Mr. Joe Levi to a great extent, 
Mr. George Marx I’m pretty sure—I’m sure, he locally. 
Now, whether or not Benny Golding or Katzenberg, Horace 
Dryfoos, and Milton Goldman were considered supervisors, 

I don’t know whether they were called that or not. I can’t 
be specific, but there was maybe a half or third as many 
supervisors in the years between up to ’36 as there are 
today, or were before several of them went into the services. 

Q. What individuals did the same work after Kay As¬ 
sociates was incorporated ? 

* • • * * * # * #! 

i 

1211 The Witness. All the men that I have mentioned, 
together with some additional ones. 

By Mr. Wilkes: 

" I 

Q. Some reference has been made here to Ad-masters.j 
Was the capital stock of Ad-Masters owned by any of th^ 
jewelry corporations: E. M. Rosenthal Jewelry Company^ 
General Associates, or the retail stores ? A. I am not quali^ 
fied to answer. I don’t know the workings of the Ad-Mas^ 
ters so far as the stock was concerned. 

Q. Merely for the purpose of giving the Court’s picture 
of Ad-Masters, just what did they do, briefly? A. WellJ 
Ad-Masters, without any direct reference to the ownership 
of the stock, was an exclusive advertising agency for th^s 
whole organization. Any advertising work of any kind o j 
character, to my best information, came from Ad-Masters^ 
whose company was a brain-child of Mr. C. D. Kaufmann. 
The financial setup, I am not familiar with. 


Q. The deposition of Mr. E. I. Kaufmann was read from 
page 147, and a statement was read substantially to the 
effect that in 1937 you and others met to attempt to break 
the Kaufmann control. What if anything have you to say 
about that statement? 

The Court. I didn’t get it. They met to what? 

Mr. Wilkes. To break the Kaufmann control. 

. The Court. Oh, yes. 

The Witness. I emphatically deny that I ever 
1212 made any attempt to break the Kaufmann control, 
because I have always been under the impression 
that I was a part of any Kaufman control, if there were 
such a thing. 

By Mr. Wilkes: 

Q. Further statement is made in Mr. Kaufmann’s deposi¬ 
tion, as read here, substantially to the effect that the man¬ 
agers were kept free as to their own thinking. What have 
you to say about that statement? A. Well, I don’t agree 
with that. 

Mr. Gordon. Where? Where is that? 

The Witness. As long as they thought—as long as their 
thinking was according to ours, they were left free to think 
as they wished. I don’t think it was beyond (laughter). 


V 

1213 Q. Now, there was also read, in the deposition of 
Mr. E. I. Kaufmann, a letter signed by Mr. Kauf¬ 
mann in which he stated in substance that you and Mr. E. 
I. Kaufmann had agreed that you weren’t interested in 
taking substantial interest in new retail jewelry corpora¬ 
tions thereafter formed. A. Yes, sir. 

Q. What have you to say with respect to that? A. Along 
about the time mentioned—I won’t be exact as to the month 
or year. 


Mr. Bayre Levin. I don’t think you quoted the letter 
properly, Mr. Wilkes . 
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Mr. Gordon. What he is talking about is ’39. But why 
not ask this gentleman the question about himself, and not 
whatsomebody else said? 

1214 The Court. Well, of course, he can only speak for 
himself. 


i 


Mr. Wilkes. Unless Mr. Kaufmann discussed that with 
you. 

The Witness. I never expressed the thought that any- | 
one should not have any stock in stores as they were opened 
up. I said to Mr. E. I. Kaufmann that I thought that the 
older men in the organization, without any thought to their 
activities or whether they were in this or that or the other 
—the men that had gone along since this five original group 
went in business, and had gotten such marvelous returns | 
for their investment—that we, at the time of forming this 
company, had not been able to visualize the mouths that 
were going to have to be fed by the carrying out of the plan 
that we had adopted, and that was not only to match in 
salaries but to hold these men to us and give them interest 
in the business. 

Now, when that started there were seven or eight stores. 

We had in 1939 reached a point there were 50 stores, so 
I made the suggestion, or I offered the thought that the 
older people, the people that had gotten theirs—if you will 
excuse the expression—were in my opinion entitled to take 
less stock so that these other people could have more. 

Now, that’s the only thing that I had in mind. I also said 
that I thought the others should do it And I further 
stated that I thought that we older men should just take 
a share or five shares of stock, which it so happens I 
1215 did in the last 12 or 15 stores, up until the stores that 
were opened in 1944; that we should just take enough 
stock to be officers or directors and so we could keep in touch 
with those stores, still have the personal contact and the 
directorships and the officerships, and so on and' so forth; i 
but that I thought that the older men should give the 
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younger fellows, the fellows that didn’t have so much stock, 
a chance. 

But as to the letter stating that, if I remember correctly 
they said, “Marc has said that he did not want any more 
stock in the stores.” I qualify that as being my words to 
the extent that I have just explained, and I also said that I 
thought Mr. Rosenthal and Mr. E. I. Kaufmann should do 
the same thing. 

By Mr. Wilkes: 

Q. Was that conversation directed toward any particular 
store or toward all stores thereafter organized? A. My 
conversation with Mr. E. I. Kaufmann in that regard was 
the general outlook and the general procedure that I in¬ 
tended taking and that I thought the older men should take 
from that period on, because at the time I made the state¬ 
ment, 1938 or ’39,1 had no idea that there would ever be a 
squabble or a fight or a lawsuit about who was going to open 
up stores and who was going to get stock or who wasn’t. 
That all came previous to my conversation about the right 
to take stock in stores. 

The Court You mean your conversation came previous to 
that difficulty. 

The Witness. That’s it; yes, sir. Of course, I couldn’t 
anticipate what was going to happen four or five years 
later. 

1216 The Court. Yes. 

• •••••••• 

1222 Q. Now, Mr. Goldnamer, at the close of the session 
on Friday you were referring to a conversation be¬ 
tween you and Mr. E. I. Kaufmann regarding the sug¬ 
gestion which you made relating to the issuance of 

1223 stock to you in stores thereafter to be opened. 

Had you concluded your testimony in that regard? 

A. No. 

Q. Would you proceed at that point? A. Since the case 
has come up, I have been shown a letter that has been in- 
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troduced here, written by Mr. Kaufmann to Mr. Rosenthal, j 
I think in 1937, wherein Mr. Kaufmann stated that I had 
said that I was not going to take any more stock and that 
he, Mr. E. L Kaufmann, was going along with it. 

I don’t recall those words, but that was the substance. 

Mr. Bayre Levin. Might it not be well to identify that 
exhibit now? It is a letter of June 28, 1939, and it is an 
exhibit. 

. The Court. I recall the letter. 

The Witness. I don’t know whether I have testified to 
this before or not, but anyhow I think I did as to my reasons 
for it, but I did not say I did not want to take any more 
stock. I said I wanted to take less stock, just enough stock,! 
one or five shares to keep myself identified and qualified 
for the directorate and things of that kind. 

The record will show that that is the procedure that I 
adopted and I suggested that plan to the older men in the 
organization with the exception of Mr. C. D. 
because it was my idea that he being younger and 
active in the business, that he had not reached the point 

that time of stock ownership, while he was doing thel 
1224 major part of the work and had the major part of the 
responsibility in the stores, I didn’t think it was time 
for him to accept that suggestion, but I did think that the 
older men, including the Levi Estate should adopt that sori 
of plan. 

Of course it didn’t work out that way. Mr. Kanfmann of 
his nominees continued to take generous amounts of stock, 
.and if I recall, Mr. Rosenthal, or the Elm Corporation took 
whatever was offered to them. 

I realized that if that suggestion had been adopted that 
we would have lost control of the stores to be opened, but I 
x figured jhat if that did come about that we could devise |a 
plan for the new stores regarding the ownership of stocjk 
that would keep the control in the group by adopting some 
sort of plan similar or like that which had been adopted 
in the California stores. 

i 
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In the California stores the common stock in those stores 
was 30 per cent for the group, and I believe it was after¬ 
wards raised to 40. I am most sure about that, but to carry¬ 
out my thought we issue a nominal number of shares of 
preferred stock that carried all the voting power and con¬ 
trol and vested at least 60 per cent in those few shares of 
preferred! stock, and had my suggestion been carried out at 
to the other stores to be opened, why no doubt I would 
have suggested or seen to it that the same kind of plan was 
adopted. 

By Mr. Wilkes: 

Q. From time to time, Mr. Goldnamer, did you guarantee 
leases that were taken over by some of the retail jewelry 
corporations? A. You mean personally? 

1225 Q. Yes. A. Yes, for a limited length of time, 
knowing of course that I would get from the company 
that was going to be formed a guarantee of no personal 
liability on my part. 

I remember Lynn, Massachusetts, was made out to me, 
and Waterbury, Connecticut. On one or two occasions I 
think Mr. E. L Kaufmann went personally on the Water¬ 
bury lease, to start with, and then the renewing of that lease 
being delegated to me, I went on as to the responsibility or 
guaranteeing of it. 

The Swope Jewelry Company here in Washington, is 
another example. One time or another I was the guarantor. 
I don’t nkean for a short time I would be guarantor, for the 
length of the lease I was the guarantor, but I protected my¬ 
self and relieved myself of personal responsibility by having 
Mr. Hirsh man draw up a guarantee to me from the lessee. 

Q. From the retail jewelry corporation? A. Yes. There 
may be a few others. Those are examples that come to 
my mind now. 

Q. Are you a director of the Kay, Reading? A. I think 
so, yes. 

V 
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By Mr. Wilkes: 

Q. Yon were Vice-President from 1933 to 1941? 

1226 A. About. I won’t be exact about the number ofj 
years. 

Q. When did you first learn that the registration of thd 
name “Kay” or “Kay Stores” was taken out in the name 
of Kay, Beading? A. Some time since the start of this 
controversy. 

Q. During your tenure of office as Vice-President from 
1933 to 1941, did it ever come to your attention that these 
registrations were being made in the name of Kay Jewelry 
Company of Beading? A. Not that I can recall. May $ 
qualify that? 

Q. Proceed. A. It came to my attention that the name 
was being protected, but I don’t recall there was any discus¬ 
sion in whose name. I just took it for granted it was being 
taken out in our name or for our protection. I didn’t know 
the name. 

Q. What do you mean by “our name”? A. Our organiza¬ 
tion. 

Q. What organization? A. The whole organization. It 
has just come to my attention during the trial that the name 
was copyrighted in 41 of the 48 states. 

Mr. Gordon. If the Court please, it is in our answer 
over a year ago and isn’t copyrighted, and I move to strike 
that. 

The Court It is registered as a trade mark. 

Mr. Gordon. Yes. 

The Witness. I don’t know the technical name. Tjhe 
point I am making it came to my attention that a 

1227 number of the stores were registered in 41 of the 
states, whether copyrighted or what. 

By Mr. Wilkes: j 

Q. Mr. Goldnamer, going back to 1923 when the Bosen- 
thal Jewelry Company was first organized and started oper¬ 
ating, where were the offices? A. The offices? 

Q. Yes. A. 1342 G Street, on the second floor. 
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Q. During the first year there how many employees did 
yon have? A. Three besides Mr. Kaufmann and myself. 

Q. Now on whose payroll and with whose funds were 
those three employees paid? A. Rosenthal Jewelry Com¬ 
pany. , 

Q. And where did your salary come from? A. If I am 
not mistaken my original salary, that is, my total salary was 
$15,000, $10,000 from Rosenthal Jewelry Company and 
$5,000 from Kay, Washington, the store that I came out of. 

Q. How about Mr. E. I. Kaufmann? Was he on the pay¬ 
roll of the Rosenthal Jewelry Company? A. Yes, sir. 

Q. Was he on any other payroll as far as you know? A. 
In the jewelry business ? 

Q. Yes.) A. No. 

Q. Now, how long did the Washington office of the E. M. 
Rosenthal Jewelry Company continue on the basis 
1228 that everyone in the Washington office remained en¬ 
tirely on the payrolls of the E. M. Rosenthal Jewelry 
Company, if you recall? A. If I understand the question 
correctly, from then until now. Everybody that was em¬ 
ployed, everybody in the Rosenthal Jewelry Company has 
always been paid for their services by the Rosenthal 
Jewelry Company with the exception of Mr. E. I. Kauf¬ 
mann and myself, entirely by the Rosenthal Jewelry Com¬ 
pany. 

Q. In recent years the Washington office is located in 
the Edmar Building at 701 G- Street, and in that building 
Kay Associates is also housed? A. Yes, sir. 

Q. I am dealing with the early period from 1923 on and 
ask you how long it was as best you recall that every one in 
the Washington, D. C., office was on the payroll of the E. M. 
Rosenthal Jewelry Company? A. We moved from 1342 G 
Street in 1928 to the Homer Building at 13th and G, and 
we moved from there in 1940 to the Edmar Building at 
7th and G. 

Mr. Joseph Levi came from the Baltimore store to the 
Rosenthal .Company about 1928. Then it was shortly after 


that we decided that the stores should contribute to the 

/ 1 

Rosenthal Jewelry Company something in addition to the 
10 per cent, because we saw the necessity or the fairness of 
having the Rosenthal Company add to the supervision of 
the stores because we were getting so many stores that Mr. 
E. L Kaufmann and myself could not give it as much atten¬ 
tion as it deserved, and I know that when C. D. Kauf- j 
1229 maim came up to the Homer Building, if my memory 
serves me right, that was about 1931. I know that 
the stores were contributing to his, part of his salary had to 
be paid out of that administration fund. 

I don’t know whether that answers your question or not. 

Q. Mr. Goldnamer. dealing then for a moment with the 
first five years following the incorporation of the E. M. 
Rosenthal Jewelry Company, or from 1923 up to 1928, when 

Mr. Levi came with you- A. (Interposing). There is no 

question about that, Rosenthal Jewelry Company paid all 
salaries in any form or other up until that time. 

Mr. Gordon. Up until when? 

The Witness. Up until 1928, I would say. About five 
years. 

By Mr. Wilkes: 

Q. Now during that period what supervision was per¬ 


formed by those who were on the payroll of the E. M. Rosen¬ 
thal Jewelry Company and had offices here in Washington, 
D. C.? A. Well, I don’t think it is necessary to go into 
that too much. I mean by that, it has been brought out in 
detail. 


Q. What part of it was done ? A. Everything except thej 
selling of merchandise and collecting of accounts was under! 
the supervision of the Rosenthal Jewelry Company. 

There is not any question about it in those days being 
under the supervision of the Rosenthal Jewelry Company 
because there wasn’t anv Kay Associated Stores or 
1230 Kay Associates, Inc. 

I recall that the offices were not much deeper tha-n 
this court room and about half as wide. Mr. Kaufmann had 
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his office in ithe back end and then there came a little 

» 

space of what we called the stock room and I had my office 
np next to th 3 bookkeeping department, and we brought in 
Ralph Caplai, who is now manager of the Peoria store. We 
brought him in and gave him a little place outside the stock- 
room where he carried out the consolidated advertising 
program. 

Q* What payroll was Mr. Caplan put on? A. Rosenthal. 
Q. All right, sir. There came a time when another 
name other than Rosenthal Jewelry Company appeared on 
the letter heads of the Washington office, did their not? A. 
Oh, yes. 

Q. What was that name? A. That was Kay Jewelry 
Stores, and I think underneath it originally was Kay As¬ 
sociated Stdres, and underneath that General Associates, 
Inc. 

• •••••••• 

1231 By Mr. Wilkes: 

Q. Mr. Goldnamer, what is your best recollection 
as to the first name other than E. M. Rosenthal Jewelry 
Company that was used ? If you can J t give the exact words, 
give the nearest you can recall. A. I would not change 
what I hav<£ said. 

Mr. Gordon. Let us read what he said. 

(Thereupon the reporter read from the previous testi¬ 
mony as follows:) 

“Answer. That was Kay Jewelry Stores, and I think 
underneath it originally was Kay Associated Stores, and 
underneath that General Associates, Inc.” 

The Witness. Not General Associates, Inc. Yes, that is 
my best recollection. That is my best recollection. We 
have the stationery and it was changed from time to time. 

Mr. Gordon. You mean all those names were on the sta¬ 
tionery at one time ? 

The Witness. They positively were at one time or another. 
After it was changed to Kay Associates, Inc., I am positive 
General Associates was underneath it. 
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By Mr. Wilkes: 

Q. Mr. Goldnamer, whatever those names were, did the J 
name of E. M. Rosenthal Jewelry Company appear on that 
letterhead? A. Oh, no. It is obvious what that situation 
was. It was to divide the wholesale end of the business 
from the retail. That was used principally by Mr. Kauf- 
mann because to the outside world and to others Mr. 

Kaufmann was running the jewelry stores, and to ! 

1232 ourselves, of course, he was the head of both ends i 

7 # 7 # 
of the organization, but if he wanted to write a letter 

about merchandise or merchandising, why Mr. Kaufmann 

would of course naturally have to use the stationery with I 

the Rosenthal Jewelry Company on it 

Q. What would be the reason for that? A. That is very 
obvious. If we wanted to keep to the public a differential 
between the retail end of the business and the wholesale we i 
would not want to put on the stationery or shout to the \ 
world that we were retailers doing business as wholesalers. | 

Q. When you refer to the word “public” who do you 
mean? A. Our competitors, manufacturers, customers, if j 
any, of the Rosenthal Jewelry Company. 

In the earlier days we discussed from time to time the 
possibility of doing business and selling the goods to other ! 
retailers. If Mr. Jones had a retail store in Washington j 
and we had five or six stores it is natural he would not come | 
to buy merchandise from a wholesaler, whether he could 
buy it cheaper or not. 

Q. In what stores are you president of retail jewelry cor¬ 
porations at the present time ? A. All but one of the Cali- I 
fomia stores, if I am not mistaken. 

Q. That is to say all of the California stores except one 
California store? A. Yes, one store has been opened, I 
understand last August, I don’t know anything about. 

1233 Q. Now who signs the checks on the insurance! 
fund? A. I do. 

Q. Anyone else? A. No one has ever signed them as I 
know of. 

• ••••••••I 


1236 Q. Reference has been made to the 1923 meeting 
among the five stockholders of the E. M. Rosenthal 
Jewelry Company at the Biltmore Hotel. Now will yon 
tell the Court of your conversations with Mr. E. I. Kauf- 
mann leading up to that meeting, and the substance of what 
transpired at the meeting? 

* • * • • • • 

1238 Now, Mr. Kaufmann had been very active in the 
furniture business, knew how to buy rugs, carpets, 

and furniture, as well as anybody I ever saw, because I had 
been in the furniture business and I knew that he knew 
what it wafS all about. But he had never paid any atten¬ 
tion to jewelry as a buying and selling proposition. His 
main job was the idea of spreading out and opening new 
stores and? getting the right locations, making the right 
leases, and so on and so forth; and I think that I was able; 
more than anyone else, to show him the great advantages to 
be derived from buying for the stores at wholesale. We 
discussed this many times; I don’t recall the exact date or 
place. I know that Mr. Kaufmann was a disciple of that 
school that considered merchandise well bought was half 
sold; and by 1922 I would say he had before him a picture 
that caused him to conceive and carry out this idea of whole¬ 
sale and retail. 

Sometime in early ’23 he invited five men, including him¬ 
self, to meet at the Biltmore Hotel in New York to discuss 
the idea that he had formulated. These five men, and only 
these five men, met there, and at that meeting it was 

1239 decided to go into the wholesale business. The 
amount of stocks, I don’t—30, 25, 20, 15, and 10, was 

determined upon: that is, the stock in the- Rosenthal Com¬ 
pany. It was decided at that time to have 150-thousand- 
dollar paid-in capital, all common. It was decided about 
10 percent for the buying and selling: that is, the net after 
stripping-all discounts and rebates, and' so forth; and Kauf¬ 
mann and myself to the main extent, and Mr. Saul Kauf- 
mfl-im, the other three, and Mr. Levi and Mr. Rosenthal in 
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some small way, were to supervise the stores then opened 
and those that were contemplated to be opened. 

Now, your Honor will stop me if I am going out—going j 
too far in it. Mr. Kaufmann explained his ideas of the great 
advantages to be given the stores then opened and ex-1 
plained the ability, from a dollar-and-cents standpoint, of a 
wholesale house to buy the merchandise.and sell it to the 
stores and make a handsome profit by only charging them 
ten percent and throwing in the supervision, because in 
those days there was a differential of maybe, oh, 35 percent 
between wholesale and retail. So in addition to the whole¬ 
sale prices and the rebates, which ran into many thousands j 
of dollars, for volume buying, all rebounded to the benefit 
of the stores. Now, they were getting that—they were toj 
get that, all of that, for 10 percent and, as I said, with the 
supervision thrown in, and that would still leave- 


• •••##•#* 
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1240 The Witness. That would still leave a handsome 
profit to the Rosenthal Jewelry Company. In addi¬ 
tion to that it would centralize and solidify the control of 
the stores that the five men or their families or nominees 
had then; and it of course was decided that the stores to be 
opened were to be opened by the Rosenthal Jewelry Comh 
pany, and therefore the control that already was vested in 
those men as individuals would thus become vested in thte 
corporation as a corporation. 

1242 By Mr. Wilkes: 


Q. Now, with respect to the meeting at the Bilt- 
1243 more Hotel, please state whether or not there w 
concurrence or dissent, in part or in whole, from 
plan which Mr. Kaufmann presented, as you have tes 
fied to? A. I do not recall any dissent whatever. Eve 
body was very happy about it and thought well of 

Kaufmann’s idea and plan. 

« 

Q. And when you left there what was done, if anything, 
toward carrying that plan out? A. Well, we—that plan 



was—was and is carried out The records will show that 
what was decided on then has been carried forward to— 
more or less to this day, with elaborations and addition of 
personnel, and so forth. 

Q. Now, ybu referred to this 10 percent charge, by what- 
every name you may call it Tell the Court in your own way 
how that actually operates mechanically, both with respect 
to purchases made from the E. M. Rosenthal Company and 
purchases made by the retail stores from other sources than 
the E. M. Rosenthal Jewelry Company. A. Well, I think 
it has been pointed out very clearly. 

The Courti I think that has all been explained. I am 
going to say, I think I know the general setup pretty well; 
and the specific matters that you wish to bring out I don’t 
want to preclude you from showing, but as to the general 
setup I think I have it. 

Mr. Wilkes. There is only one matter, your Honor, that 
I think hasn’t been brought out very clearly, and if I may I 
will be slightly leading and ask Mr. Goldnamer to make it 
clear to the Court how mechanically the matter of dis- 
1244 counts were paid to the Rosenthal Company and then 
repaid to the stores. 

The Witness. Yes. That hasn’t been mentioned. 

The Court All right. 

The Witness. There are some of the larger manufactur¬ 
ers—I could name a half a dozen or so, but I don’t think it 
makes any difference—the larger ones, with whom we have 
been able to make a deal whereby, in addition to the regular 
jobber’s discount and a cash discount, we would get a re¬ 
bate for volume. I recall from one concern alone having 
received a 10 percent volume discount because our purchases 
giggregated jover three quarters of a million dollars. The 
Rosenthal Company’s plan—procedure was in that case to 
keep a rebate account, and they also kept a record of the 
amount of purchases that each store made from the Rosen¬ 
thal in that merchandise furnished by this, we ’ll call it, the 
“A” concern. So at the end of the year this “A” concern 
would send us so many thousand dollars or so many hun- 
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dred, according to the size. I’ll be specific and keep re¬ 
ferring to this 75-thousand-dollar one. We would get 
$75,000. Then the bookkeeper in the Rosenthal Jewelry 
Company at the end of the year would divide up the total 
purchases by the stores in the amount that the stores pur¬ 
chased, and Rosenthal sent to each store that part of that 
$75,000 that they had earned according to the amount of 
goods that they had purchased. 

Now, that hasn’t been brought out before, and for what¬ 
ever it’s worth it shows that it was a mighty fine job 

1245 on the part of Rosenthal Jewelry Company. Or I | 
won’t say the job was, but the result of it was; cost 

the Rosenthal Jewelry Company nothing but the bookkeep¬ 
ing, but they always received that rebate in the proportion 
of their sales, and—well, you asked me that. 

Q. Now, the amount of rebate which was allowed by this j 
“A” company would depend on the volume of purchases 
during the year, would it not? A. That’s right. 

Q. And therefore the percentage of the rebate could not 
be determined until the end of the year; is that correct? • A. 
That’s right. Well, we didn’t get—the percentage couldn’t 
be determined nor the amount of the rebate couldn’t be 
determined until the—until we had checked with the—with 
this “A” concern to see what total rebate was coming 
to us. 

Q. Now will you point out briefly to the Court the ad- j 
vantages and disadvantages factually of this 10 percent 
arrangement to the stores and to the E. M. Rosenthal 
Jewelry Company? A. Well, to the stores, it benefits them 
greatly. They get the benefit of the combined buying, the 
price, the discounts, and the rebates. They get the benefit 
of centralized advertising. When we got 40 stores, and! 
that means getting out advertising service for the 40 stores, 
and the 41st store comes along, all you have to do is to make 
another set of mats and change the address and the signa-i 
ture cut, and you are ready to make its advertising. 

Q. Now, what disadvantages? A. Well, there’s 

1246 many more advantages of the retail. It is just as 
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well if I ]£ass them on by saying that there were many. I 
don’t know of any disadvantages—to the retail stores? 

Q. Yes. A. I don’t know of any. 

Q. Now, what advantages and what disadvantages does 
this 10 percent arrangement have to the E. M. Rosenthal 
Jewelry Company? A. Well, the advantages are: making a 

pile of money on a yearly—on the- 

The Court. That was the sole source of its income, was 
it not? 

The Witness. Practically so. There was a little, minor 
things frojm the furniture stores and a few outside concerns, 
that didn’t amount to anything—a fraction of one percent. 
The Court. Yes. 

• •••••••* 

i 

1247 By Mr. Wilkes: 

Q. From your experience as a jewelry man for the 
last 25 years or more, can you state what the usual write-up, 
so to speak, is as between a wholesale house and a retail 
outlet, on the average for all the business ? A. Do you mean 
by “write-up” the differential in cost price from a retail 
standpoint and a wholesale standpoint? 

Q. Yes, sir. A. Supposed to be 50 percent, but it is not; 
I would say about 25 percent I mean the jobber is sup¬ 
posed to add 50 percent to his cost. I mean if he buys some¬ 
thing for $12 from the manufacturer, I think as an average 
he is supposed to get $18 for it. But the facts are that 
that’s highly exaggerated. That only occurs, I would say, 
where they are small people who give slow notes for their 

merchandise, and so forth. When a concern has reached a 

• * * 

point where they are in a cash position where they pay for 
their goods on the 10th of the following month, they make 
little side deals with the wholesalers whereby they don’t 
pay the full amount that they are supposed to pay. So I 
would say that, broadly speaking, there’s about 25 percent 
difference- 



629 


Q All right, sir. A. —— between what the ordi- 
1248 nary retailer pays and the jobber pays. 

Q. Now, what is the custom in the trade as to the 
amount which the jobber’s drummer gets by way of a com¬ 
mission? A. About 10 percent. I might add that that’s, I 
would think, about an average. There are some—some peo¬ 
ple who we would call, when you say “drummers,” I mean 
travelling men that go with well advertised lines and do 
hundreds of thousands of dollars ’ worth of business by just 
write—taking the orders. Those people, if they would get 
three percent—and I know some that make three percent 
and make enormous salaries, because all they have to do— 
like the Bulova watch or Elgin watch—all they have to do | 
is go into a store and say, “Well, you want me to ship you 
200 watches. I will try to ship you a hundred.” But where 
the salesman, what you would call a drummer, goes around | 
to the small store and has something that is not advertised i 
nationally, and so forth, all kinds of miscellaneous jewelry, i 
and so forth, where the profit is enormous to the whole¬ 
saler, then he might get 15 percent in some cases. But 8 or 
10 percent, over the overall picture, would be my best judg- ! 
ment of what travelling men make from wholesalers. 


1249 The Court. The question I think would be proper 
in the case of an ordinary jewelry concern, but here is 
a concern that is set up to supply—to solely supply certain 
customers. I can readily see that if Mr. Kaufmann could 
persuade the stores to quit buying from the Rosenthal 
Jewelry Company its value would be nothing, if he could | 
persuade them all to do that; and if he could persuade a part 
of them, why, I don’t know what he could do. I think the | 
testimony of the witness as to the effect of Mr. Rosenthal’s 
threat on the value of the business would be purely specu-j 
lative. 


1250 Mr. Wilkes. May it please the Court, conceding forj 
the moment that that would be speculative as to de- 
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gree, I submit that we are not dealing with a thing which is 
speculative when we merely present to the Court the liqui¬ 
dating value of the E. M. Rosenthal Jewelry Company 
minus its good will, as distinguished from its value as a 
going concern including good will. 

The Court. Well, I will permit the witness to answer the 
question so that you may have your record, hut I can’t see 
that it has any value to me in deciding the issues here. 

Mr. Wilkes. Surely. 

Mr. Gordon. May I say just a word, because if this is 
going to be a matter of record I don’t want to sit silent 
when statements are made that just have been made. 

In the first place, the testimony up to date is, about this 
meeting, that when Mr. Kaufmann, badgered as he was, in 
a fit of exasperation, said he would dissolve the company— 
all right; well, he hasn’t dissolved the company. He can’t 
dissolve the company. That can only be done by a vote of 
the stockholders. 

1251 Then he said he felt free to resign as an officer of 
the company and if he resigned as an officer of the 
company he would feel free to tell the stores to deal where 
they felt like. That happened pretty nearly two years ago, 
a year and a half, and he has not resigned as an officer 
of the company; the company has gone along very suc¬ 
cessfully ever since; and I just don’t want to sit still and 
have any impression given for a minute that while Mr. Kauf¬ 
mann is an officer or director of this company he has not 
and will not do everything possible to further the interests 
of the Rosenthal Company. 

The Court. Well, to the best of my opinion I do not see 
the value of the testimony now, but in order that it may be 
in the record for the Circuit Court of Appeals if they should 

feel differently about it, I will let it go in, but I can’t see it. 

! 

• •••••••• 

The Witness. May I have the question again? 


i 


« 


By Mr. Wilkes: 

Q. What, in yonr judgment, is the present valne of the 
E. M. Rosenthal Jewelry Company? A. Somewhere bej 
tween three and four million dollars. 

Q. How do yon arrive at that conclusion? A. Well, the 
liquid net assets of the company at present are something 
a little short of a million dollars. By that I mean if we 
would dissolve the company, sell our merchandise, collect 
our accounts, and pay our bills, there would be about a little 
less than a million dollars in liquid dollars in hand. ! 
1252 Now, for the past six years the Rosenthal Jewelry) 
Company has made over a million dollars net profit 
after taxes, and that is up to now. Our fiscal year ends 
June 30, and I am not including the balance of the fiscal year 
in the six years. I was just mentioning the six-year be¬ 
cause when I wanted to see what I was—what I might gain 
or might lose in this lawsuit, I had my secretary give me) 
those figures. That was 800 and some odd thousand dollar^ 
up until July 1,1944. Now, from July 1,1944, up until the 1st 
of April, 1945, the Rosenthal Jewelry Company has earaedj 
after provision for taxes, a little less than $200,000; I t hink 
about a hundred and ninety thousand. They have paid out 
in dividends—well, there hasn’t been any dividend paid by 
the Rosenthal Jewelry Company during this fiscal year, but 
for the five years preceding that the Rosenthal Jewelry Comj 
pany disbursed $544,000 in dividends. Well, the dividends-4 
so 544 divided by five makes pretty close to a yearly dis| 
bursement of the total capital—amount equal to the total 
capital stock; and, as I have said before, in all of our units 
in this organization we have been meticulously careful to 
never pay out more than two-thirds of the amount earned! 

Q. Your other third going to surplus? A. That’s right 
So those are the figures that I, as a—after my years of 
experience, considering the possibilities of—I mean the 
difference between the Rosenthal Jewelry Company as h 
going concern and as a shell that I mentioned—why, that’s 
where I got my basis of valuation of the Rosenthal Jewelry- 
Company. 
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Q. Mr. Goldnamer, is it correct to. surmise that the 
1253 surplus would be everything over $150,000, which is 
the original capitalization, surplus and undivided • 
profits? A. Yes. 

Q. You have never increased the capitalization above 
$150,000, h[ave you? A. No; always remained the same. 
Well, it’s ^ matter of arithmetic. If we made 544 thousand 
in five years and a third of that amount went to surplus, 
why, that five times a third of it would make the earned 
amount. We have earned—so far as earnings are con¬ 
cerned, you mean? Have you- 

Q. I am just asking in compliance with a request for an 
explanation that Mr. Rover made of me. A. The average 
earnings—I can answer you, to save time: the average earn¬ 
ings of the Rosenthal Jewelry Company for the last five 
years are somewhere between $150,000 and $200,000. 


• * 




Q. Now, Mr. Goldnamer, what in your judgment would be 
the value of the E. M. Rosenthal Jewelry Company in terms 
of dollars if all of the retail jewelry stores ceased buying 
their goods from the E. M. Rosenthal Jewelry Company? 
A. I have answered that: a little less than a million dollars. 

Mr. Gordon. I object and it is overruled, I suppose, for 
the same- 

The Court. Well, I will allow him to answer. 

1254 Mr. Gordon. Yes. What did you answer, Mr. 

Goldnamer? 

The Witness. I said I had already answered that. The 
liquidating value, which is about a little less than a million 
dollars. 


1255 [Goldnamer ’& Exhibit No. 1 received] 

• •••••••• 

1256 Q. Mr. Goldnamer, what had been Mr. E. I. Kauf- 
mann’s salary prior to this notice of December 28, 

1944? A. The salary which was represented by that drawn 
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by himself and two sons from the Rosenthal Jewelry Com¬ 
pany was 15, 20 thonsand a year; I don’t remember which. I 
Q. What had been the salary of Mr. Lester EL Allman t 
A. He never had drawn any salary from the Rosenthal 
Jewelry Company; any concern. 

Q. Between the time of his election as an officer of the 
E. M. Rosenthal Jewelry Company and December 28,1944, 
what services, if any, had Lester K. Allman rendered to 
the company! A. None; never any services anywhere, of 
any kind. 

Q. Where did he reside during that period of time? A. 
Hollywood, Florida. 

Q. At any time dnring the life of the E. M. Rosenthal 
Jewelry Company had any reserves been set trp snch as that 
contemplated by paragraph 5, which refers to a hundred 
thonsand dollar special fnnd for postwar develop- 

1257 ment activities ? A. No reserves were ever set np for 
anything. 

Q. In yonr judgment was there any occasion at any time 
dnring 1944, np to the present time, to set np any reserves? 

A. No, sir. 

i 

• • • * * * • • • | 

1258 By Mr. Wilkes: 

I 

Q. Dnring the period following the filing of this | 
suit, has Mr. C. D. Kaufmann made any statement to yon 
with respect to his determined course of conduct insofar as 
it affects the earnings of the Rosenthal Jewelry Company 
in this jewelry activity? Has he made a statement? A. 
Rosenthal or-- 

Q. No. The Rosenthal interests. A. Yes. 


Mr. Wilkes. E. M. Rosenthal and the Elm Corporation; i 
not the E. M. Rosenthal Company. 


1259 The Witness. In recent months Mr. C. D. Kauf¬ 
mann has said to me, in no certain and very 
blasphemous terms, that- 
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Mr. Gordon. In very what? 

The Conrt. Blasphemous. 

Mr. Gordon. Go ahead. 

The Court Go ahead. 

The 'Witness. I shouldn’t use that? 

The Court No, don’t use the blasphemous words. 

Mr. Gordon. State it your own way, Mr. Goldnamer; 
don’t let me worry you. 

The Witness. -that he would never be connected with 

any kind of a business where any of the Rosenthals had any 
interest or had a chance to make any profit 

By Mr. Wilkes: 

Q. Reference has been made to the Trattner agreement. 
Who negotiated the final and definite terms of that Trattner 
agreement on behalf of the jewelry interests here in Wash¬ 
ington? Aj. I did, through Fulton Brylawski, attorney here 
in Washington. 

Q. Did you discuss the agreement from time to time with 
Mr. Rosenthal and Mr. E. I. Kaufmann? A. Yes. 

Q. Do you recall Mr. Kaufmann having taken a very 
definite position with respect to one of its terms ? A. Yes. 

Q. And what was that position taken by Mr. Kaufmann 
in his discussion with you? A. Well, the early—at the very 
outset Mr. Kaufmann was not in favor of the California 
arrangement. I don’t know whether it was particu- 
1260 laxly, at the beginning, because of the man or ac¬ 
cording to the—or because of the plan that had been 
suggested by Mr. Rosenthal, Sr., but as it developed Mr. 
Kaufmann'was concerned about the control. I recall that 
after correspondence back and forth Mr. Trattner was told 
to see me in Florida. He came to Hollywood, Florida, 
where I was visiting, and I was on a short trip. My wife 
and I were—went over to Havana. He was very anxious 
to contact me, and he followed me over to Havana and dis¬ 
cussed the, thing, came back with us to Hollywood, and I 
discussed the pro and cons with him, and then I told him 

that I would discuss it further with Mr. Kaufmann and 

• 
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Rosenthal and would let him hear from me. That was in I 
the late winter—I don’t recall the exact year; the records j 
will show when we went in business—and we discussed it 
pro and con until the summer. Mr. E. L Kaufmann went j 
to Poland, Maine, and I wrote him a letter about what we j 
were going to do, and in that letter I stated that I felt satis- j 
fied that Ed Rosenthal would take care of the control end j 
of it. I don’t remember the details, but I know that I 
finally went to Mr. Fulton Brylawski, and h.e drew up the 
contract which Mr. Trattner, Mr. Rosenthal, Mr. E. L Kauf- | 
mann, and myself signed. 

• • * • * • • * * 

I 

1261 Q. All right. Now, Mr. Goldnamer, reference has 
been made to formal meetings in the retail stores. 

Were there any formal meetings of the stockholders or di¬ 
rectors of the E. M. Rosenthal Jewelry Company prior to 
the beg innin g of this controversy in the last year or two? 

A. None that I can recall. I 

i 

1262 By Mr. Gordon: 

• # • * • * • • • ! 

j 

Now, we will begin with this notice that Mr. E. L Kauf-1 
mann sent out. He was down in Florida then, wasn’t he? j 
A. Yes, sir. 

• • • * * * • • • 

1263 Now, as the result of that notice there was a meet¬ 
ing held on January 10, 1945; that’s right, isn’t it? 

Here are the minutes. A. Yes, sir. 

Q. Mr. Goldnamer,- A. I can’t recall the date. 

Q. All right. Well, let me read it to you It is a special 
meeting of the corporation. The minutes are here. “Min-! 
utes of a special meeting of stockholders of the E. M. Rosen¬ 
thal Jewelry Company January 10, 1945.” Now, do you 
remember attending that meeting, don’t you, and Mr. Hirsh- 
man was there, E. I. Kaufmann, C. D. Kaufmann, Bayre 
Levin, Mr. Rover, and Mr. Wilkes? A. Yes, sir. 
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1264 Q. Mr. Cuss worm? He is Mr. Allman’s lawyer. 
A. Yes, sir. 

Q. Mr. Allman. And in addition I was there; isn’t that 
right? A. Yes, sir. 

Q. All right And we all met in Mr. E. L Kaufmann’s 
office? A. Yes, sir. 

Q. That’s right, isn’t it? A. Yes, sir. 

Q. All right Now, the minutes say that Mr. Kaufmann 
presided and Mr. Allman recorded the minutes, and they 
read the call of the meeting, and the proxies were filed, and 
everybody in the company was there either in person or by 
representation; is that right? A. That’s right 

Q. That’s right All right. And then Mr. Leo A. Rover, 
on behalf of the Elm Corporation—that’s this distinguished 
Mr. Rover sitting over here? 

Mr. Rover. Thank you very much, Mr. Gordon. 

The Witness. That is right 

Mr. Rover. Thank you. 

fey Mr. Gordon: 

Q.-presented a written statement protesting against 

the purposes set forth in the call for the special meeting; 
and that tfye same was ordered filed with the record of the 
minutes of the meeting. Do you remember Mr. Hirshman, 
representing the Levin-Rosenthal interests, reading 

1265 this protest? Mr. Rover, I mean, doing that? A. 
Yes,, sir. 

Q. Reading- 

Mr. Bayre Levin. What is the purpose of the “Levin- 
Rosenthal interests”? 
i Mr. Gordon. Sir? The Elm Company. 

The Court. Elm. All right. 

• •••••••• 

Mr. Gordon. All right (reading). 

Then Mr. Hirshman moved the adoption of Proposition 
No. 1, which was to set aside from the earnings 75,000 to be 
used to reimburse the officers and directors for legal fees 
and expenses in successfully defending a suit. 
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By Mr. Gordon: 

Q. I call your attention to the fact that that was to 
be done if the suit was successfully defended, and that was 
adopted. You voted against that, and the Elm Corporation 
people voted against it, and the other people voted for it 
Now, Mr. Goldnamer, you know that that is a practice that 
is followed in many, many corporations, don’t you, to pro¬ 
tect the directors if they successfully defend a suit? 
1266 You have heard of that being done before, haven’t 
you? A. I’m positive that I have heard of it being 
done for the—to defray the expenses of carrying on the ! 
suit. I can’t say that—that the word 1 i successfully ’ ’ has— 
means anything to me. 


Q. Mr. Goldnamer, what do you mean by your answer? ! 
My question to you was: In your experience as a business¬ 
man have you never heard of a corporation paying the ex¬ 
penses of a suit against a director which has been success¬ 
fully defended? Have you never heard of that? A. I stated 
that I don’t know anything about the “successful” part of 
it. You see, Mr. Gordon, I know why this—these things 
were brought about, and I don’t- 

Q. Well,- A. If you want to ask me to explain what 

I know about it, I will be glad to answer you. j 

1267 Mr. Gordon. Well, if the Court please, can’t the 
witness answer my question? 

The Court Yes; he has answered that he knows of di-l 
rectors being reimbursed for defending a suit; he doesn’t 
know that it was necessary that they be successful. 

By Mr. Gordon: | 

Q. But the next thing was that Mr. Hirshman moved the 
adoption of the same sort of a resolution for $20,000 foi* 
auditing fees. Is- A. I recall that. • 

Q. You recall that? A. Yes. 

Q. And that was passed in the same way. Then 
minutes show that Mr. Hirshman moved that the 
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adjourn, and it was adjourned; isn’t that right? A. That’s 
right ( 

Q. All right Well, now, Mr. Goldnamer, I call your at¬ 
tention to the fact that Mr. Kaufmann sent out this notice 
of the meeting. The first two propositions in regard to the 
attorneys’.fees and the auditors’ fees were adopted. The 
proposition to pay him a salary of $50,000—let me ask you 
this: Isn’t the salary of the president of a corporation 
always a question of judgment of the directors? A. All 
except—all that I know about except that I know that it 
wasn’t in our—in this organization. It was a question of 
the judgment of Mr. Kaufmann and myself. 

1268 Q. All right. Well, now, Mr. Goldnamer, you are 
a graduate lawyer and businessman. Would you 

mind answering my question? You know that the di¬ 
rectors fix the salaries of the officers, don’t you, in a com¬ 
pany? A. I think so. 

• •••••••• 

By Mr. Gordon: 

Q. Well, let me ask you this, Mr. Goldnamer: Do you see 
anything wrong, when objection was made to this pro¬ 
posal—do you see anything wrong in Mr. Kaufmann with¬ 
drawing it and having it not done? A. I don’t see any¬ 
thing wrong with withdrawing it. 

Q. All right. A. I see plenty wrong with it being 
presented. 

Q. You don’t see anything wrong with withdrawing it? 
A. That’s right 

Q. All right. Well, it was withdrawn, wasn’t it? 

The Court. Well, the record shows that. 

Mr. Gordon. Yes. 

*••***•#• 

1269 By Mr. Gordon: 

Q. I would like to ask you this, Mr. Goldnamer: 
Have you any letter from you to Mr. Rosenthal or to anyone 
else objecting to any of the distribution of the stock in these 
18 corporations? A. Letter from me? 
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Q. Letter written by yon. A. Have I a letter from them? 
Excuse me. I am sorry I didn’t understand the question, 
Mr. Gordon. 

1270 Q. My question was, have you ever objected in 

writing to Mr. Rosenthal-A. No, no. 

Q. -or to anyone? A. No. I was in favor thoroughly j 

with every—with the distribution of the stock in all stores 
up until recently. 

Q. Well, that’s fine. Now we are straight on that, any¬ 
way : the 18—the stores involved in this suit. 

Well, maybe we can get something else behind us. You 
have testified at great length as to the informality of the 
minutes of the various companies. Now let me ask you 
this: It is correct, however, is it not, that the stock records | 
were carefully and correctly kept, were they not? Now, I 
mean when you organized a company along with the others ! 
you didn’t issue the stock until it was paid for, and you 
made sure that the people who subscribed got it, 

1271 didn’t you? A. I will qualify that by saying I was 
positive they had paid for it, or I was perfectly satis¬ 
fied in my mind they were going to pay for it very very 
shortly. 

Q. I thought you said in your deposition that you didn’t 
issue any stock in corporation X, let us say, until all the! 
stock had been paid for and then you issued it all at once. 
A. You are right, Mr. Gordon. What I meant to infer was 
if a person who had subscribed to the stock had not paid! 
for it, somebody paid for it, or I advanced it, or one way or 
the others. 

Q. And great care has always been taken to keep the 
stock certificate book accurately. That is right, isn’t it? 
A. I would like to compliment my secretary to the point by 
saying yes, to you, if you will excuse me, that both auditor^ 
for both sides of this controversy have told me, and I think 
in your presence that the records for the receipt of money 
for all these corporations checked out perfectly. 

Q. All right, we are together on that. A. Yes, sir. 


j 
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Q. Now the stock certificate book, after the companies 
were organized, the general practice was to send them to be 
kept at th!e offices of the companies, isn’t that right? The 
different companies? A. Yes, sir. 

Q. And when they were wanted for the purposes of this 
snit they had all to be collected from the different companies 
and brought to Washington ? A. I am so advised. 

1272 Q. The same thing is true of the minute book? A. 
Yes, sir. 

Q. And the minute books are kept in the offices of the 
companies? A. Yes, sir. 

Q. And the only reason they are here is for the purpose 
of this suit? A. So far as I know. 

• Q. Now, Mr. Goldnamer, you didn’t intend to give the 
impression in your testimony you were the man that got up 
the E. M. Rosenthal Jewelry Company? A. No, sir; and I 
don’t think I gave that impression. 

Q. I wanted to be sure about that. 

Isn’t it a fact Mr. E. L Kaufmann determined how much 
each person was to get in that company and had it written 
on a sheet of paper before he went up to New York at all? 
A. I can’t be positive of that. 

Q. And haven’t you seen the sheet of paper that Cecil 
Kaufmann has kept as a souvenir? A. No, sir. 

Q. All right. A. It was Mr. Kaufmann’s idea—I was 
talking about 10 per cent and Mr. Kaufmann explained he 
wanted me to have a much more generous part because I 
was going to be active with him in the formation and run¬ 
ning of the stores and he raised my pro rata proportion to 
25 per cent. 

Q. It is also a fact you didn’t have any funds to buy your 
25 per cent and Mr. Kaufmann and Mr. Rosenthal 

1273 endorsed your note for the money so you could get 

it? A. Yes, sir. 

• _ ' 

Q. That was your original stock in the Rosenthal Jewelry 
Company? A. My individual investment was $37,500 and 
I think about that time I had closed with the people I had 
formerly been connected with, and I think I got some $9,000 
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or $10,000, and I borrowed the balance from the Second j 
National Bank on Mr. Rosenthal’s and Mr. Kaufmann’s j 
endorsement, which dated back to the time we first opened j 
the Kay Store. 

Q. You had about $9,000? A. I want to add if I am not 
mistaken that endorsement is still in existence. 


Q. Then when you testified in your deposition “When I! 
complained about taking 25 per cent of “the proposed 
$150,000 corporation, stating that I had no part of $37,500,” | 
that was a slight mistake ? A. That is what I said in my 
deposition? 

Q. Yes. A. That was a mistake. 

Q. You did have some. You had about $9,000? A. Some¬ 
thing like that, because Mr. Kaufmann was very instru¬ 
mental in helping me get a settlement with the concern, and 
that refreshes my mind to that extent now. | 

Q. Now in reference to this meeting in New York, it is 
my recollection that you said in your testimony here Tues¬ 


day that you could not at this time remember everything 
exactly as it happened 20 years ago, and you could 


1274 not remember whether things happened before or im 


mediately after the meeting? A; Yes, sir. 


Q. But today I got the impression from you you were 
not testifying exactly what happened in the meeting in New 
York. 

Now which is the fact, Mr. Goldnamer? A. If it please 
your Honor, I was confused to some extent about what was 
said before and after the meeting, and my attention has 
been called to certain letters, and I have read correL 
spondence between the different ones, and what I have 
stated this morning are the facts as they really were. 

Q. Now, can you show me any letter that has anything 
to do with the meeting of 1923 ? What were the letters yot 
read? A. I read letters from—I don’t know any specific 
letter. 

Q. I would like to know what letter you have read that 
has anything to do with that meeting of 1923. A. I think 
you will find in my files the letters. 


i 
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Mr. Gordon. Have yon any such letters, Mr. Wilkes? 

Mr. Wilkes. I have in my office I would say about a 
thousand letters. The file that I have here was about 500 
of them. Mir. Goldnamer has had access to all of them. 

Mr. Gordon. I don’t know of any such letter. If there 
is any letter that called this meeting or said anything about 
this meeting, I would like to see it. 

The Witness. I think we can get it for you. I am not 
positive, but I am not saying there was any letters 

1275 pertaining to the division of the stock or purposes of 
it, or* anything like that. 

By Mr. Gordon: 

Q. You ape not saying there are any letters relating to 
those things? A. No, sir. 

Q. Then your recollection on this point hasn’t been re¬ 
freshed? A. This letter, I think I can get, calling the meet¬ 
ing together. It has been refreshing to some extent. 
"Whether or not I misstated the thing this morning, I am 
positive of what I have said and I have other witnesses who 
can verify whether or not I am correct in my statement. 

Mr. Gordon. Now, if the Court please, there have been a 
great number of letters introduced by Mr. Levin and my¬ 
self and by' Mr. Goldnamer, and I thought we had looked at 
every conceivable kind of record. 

The Witness. There are piles that high (indicating) of 
my personal correspondence neither one of you have seen. 

By Mr. Gordon: 

Q. Mr. Goldnamer, there is not a pile that high relating 
to that meeting? A. Oh, no. The only thing I am sure is 
the letter calling the meeting together. 

Q. Will you find that letter and give it to me ? A. I will 
try. I 

Q. Now I you have sought to give the impression, Mr. 
Goldnamer, from the start there has been a great 

1276 deal of supervision from the Rosenthal Jewelry Com¬ 
pany, and what Kay Associates is doing is just an 
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elaboration of that. Have you tried to give that impres¬ 
sion? A. Yes, very surely, yes. 

Q. All right, we are through on that anyway. 

You testified a little while ago that the supervision was 
done by E. M. Rosenthal Company, by Levi, by you, and 
Mr. Kaufmann and by Saul Kaufmann. You certainly said 
that A. But not in just those terms. I said Mr. Kaufmann | 
and myself did the most of it and to some small extent Mr. 
Saul Kaufmann in Pennsylvania and Mr. Rosenthal in 
Detroit, and Mr. Levi in New England. 

* • • * * • * • # 

Q. Friday you said that. Mr. Wilkes asked you to name I 
the supervisors and you said Mr. C. D. Kaufmann to a great 
extent, Mr. Joe Levi to a great extent, Mr. George Marx 
and Horace Dryfoos and Katzenberg. A. I was talking 
and I think the Court understood me. We were not talking 
about the very early £ears. If I gave the impression that 
I was talking about anything except the first few stores, 
then I wish to be corrected. » 

i 

* # * * * * * ♦ # I 

1277 Q. At least we have gotten to the point you have 
said these five men who were in the group super¬ 
vised, didn’t they? A. Yes, in the very early days. 

Q. In the very early days of what ? A. Of the Rosen¬ 
thal Jewelry Company and particularly as about that time. 

Q. And also these other men I have mentioned super¬ 
vised in the early days? A. No, in the early days those 
men weren’t in the organization. 

Q. You mean Mr. Katzenberg wasn’t in from the begin¬ 
ning? A. No, sir; he came in the employ in one of thei 
Pennsylvania stores and went to Springfield as manager. 
That was the first time he was ever thought of as an 
executive. 

If you will look at the date of the opening of the Spring- 
field store that will give you the time of his advent, even 
as manager. 


i 



i 
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Q. Yonjare getting me off the subject. I am trying to get 
yon to say whether yon said Friday these men did super¬ 
vise and now yon want to modify it. To what extent 

1278 do yon want to modify it? A. I don’t want to modi¬ 
fy it. I want to tell yon and the Conrt when I was 

talking abont these men it was after the time the super¬ 
vision came into effect. In the early davs of the Rosenthal 
Jewelry Company there weren’t any. The first thing that 
looked like a supervisor was when we brought Joe Levi from 
Baltimor^ to 1342 G Street. 

Q. What yon were trying to say- 

Let me ask yon, was Benny Goldina ever a supervisor? 
A. Yes, sir. 

Q. 'When? A. I don’t know the exact vear. He started 
out as a collector in one of our Reading stores. We opened 
a store in Hartford and he became manager. I don’t know 
whether it was one or two or three ^years afterwards. He 
was made supervisor. 

Q. Approximately when? A. May I ask when the Hart¬ 
ford store was opened? 

Q. Was it before the organization of Kay Associates? 
A. Yes, sir. 

Q. That is what I am trying to get at. A. That is 1936. 
That tells me exactly. 

Q. Did all these people we have talked abont here, do 
yon contend they acted as supervisors in the 20’s, ’28 and 
’29? A. Along in there, if yon will name them over. 

Q. Benny Golding, when was he a supervisor? A. In the 
late 20’s. 

Q. Then Katzenberg? A. In the late 20’s. 

1279 Q. And Horace Dryfoos, and Milton Goldman? A. 
Several years afterwards. 

Q. Benny Golding was a stockholder in several of the 
stores? A. Yes, sir. 

Q. He was never on the payroll of the E. M. Rosenthal 
Company, was he? A. No, sir. 

Q. Mr. Katzenberg was a stockholder? A. We can save 
time. None of these men yon have mentioned- 
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Q. (Interposing) None of them were on the payroll of 
the Rosenthal Jewelry Company and they were all large 
stockholders in the stores, weren’t they? A- Yes, sir. 

Mr. Bayre Levin. Does that include Joe Levi? • j 

Mr. Gordon. No. 

By Mr. Gordon: j 

Q. Mr. Saul Kaufmann was never on the payroll of the 
Rosenthal Company? A. No, sir. 

Q. And Mr. Levi never was on the payroll of the Rosen¬ 
thal Company? A. No, sir. 

Q. And they were both stockholders of the stores, were 
they not? A. Oh, certainly. 

The Court. Let me ask who did pay these men, Golding ! 
and the others just mentioned? 

1280 The Witness. Your Honor, the stores paid these I 
men’s salaries up until such time as they gave just a \ 
little bit of their time to supervision, but as their time 
progressed and they had more duties and Elay Associates, 
Inc., came into effect, then this administrative find that was 
enlarged upon to a great extent too, according to Mr. C. D. 
Elaufmann’s judgment, in which Mr. E. I. Kaufmann and I 
concurred, a part of their salary, the store in which they 
were manager paid part 

By Mr. Gordon: 

Q. That was done through Kay Associates ? A. Yes, sir. 
Q. Now of course these men all got salaries from the 
stores that they were managers of? 

• * • * * • • • *1 

The Witness. Part of it 

• • • # * • • • • l 

Q. Now in reference to the letterheads, Mr. Goldnamer, 

I may say I have some letterheads which we are going to 
put in evidence and we have all seen a lot of letterheads. 

If you have any letterheads I would like to have those 
produced too. 

• ••••••••I 


j 
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A. Mr. Wilkes has them in his files. 

Mr. Gordon. What I am getting at I would like to move 
to strike his testimony about the letterheads, because the 
letterheads would be the best evidence of that. 

1281 Do you have any objection to that, Mr. Wilkes? 
We don’t want to argue about it. 

Mr. Wilkes. His testimony will be entirely superseded 
to the extent that the letterheads differ in any degree from 
his general statement. 

• • • • • • * • • 


The Court. If there is any question about the letterheads, 
get together. 

The Witness. I can bring them in. That is all. 


• * * • • • • 


1282 By Mr. Rover: 

Q. Mr. Goldnamer, just a few questions I would 
like to ask you. 

You spoke of Mr. Katzenberg and Levi and Golding per¬ 
forming certain supervisory duties. 

May I aik you prior to the formation of Kay Associates, 
Inc., who assigned these men to the supervisory duties? A. 
Specifically that would be hard for me to state. You see, 
Mr. C. D. Kaufmann came into the Rosenthal Jewelry Com¬ 
pany about a year or two years after Joseph Levi came in. 

Now I don’t mean to imply that Cecil Kaufmann came 
into the employ of Rosenthal Jewelry Company, because if 
I remember correctly he was manager of the Franc Jewelry 
Company, and comparatively speaking he was just a boy. 
I say comparatively speaking, and he came up to the Rosen¬ 
thal Jewelry Company in the Homer Building and helped 
us out. 

Now that was in 1931, I think, and from 1931 on to 1936 
he progressed in experience and knowledge and was given 
more and more authority. 

I am not going to attempt to say when or how, but I am 
almost positive that Joseph Levi was the only person that 
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was paid by the Rosenthal Jewelry Company before the 
administration fund was enlarged upon or brought into 
being. 

Now Mr. C. D. Kaufmann has all those records as to the 
times and dates, and I would not attempt to elaborate on 
that. 

He came up there in 1931 and Kay Associates was incor¬ 
porated in 1936. The situation which we have been 
1283 talking about was changed from Kay Jewelry Stores 
to Kay Associates, Inc., and there may have been 
some stuff in between that time that I have recently seen. 

I can’t be specific about that. 

Q. Let me ask you this, Mr. Goldnamer, from the forma¬ 
tion of E M. Rosenthal Jewelry Company up until the 
year 1931 when any man or men other than the five 
original men performing supervisory duties were assigned 

to those supervisory duties - A. (Interposing) By a 

group of individuals, by Mr. E. L Kaufmann directly or in¬ 
directly by him, or with his knowledge, or acquiescence. 

Q. Now did that assignment to duty as a supervisor, was 
it handled still by Mr. E. I. Kaufmann until Mr. Cecil Kauf¬ 
mann became active! A. When I say by Mr. Kaufmann or 
with his acquiescence, I would bring that right up to the 
present date. 

• •••••••• 

1287 Q. Now, Mr. Goldnamer, the testimony is that 
during some ten or maybe 15 years, in addition to the 

salary that you received from the E. M. Rosenthal Jewelry 
Company, you also received a salary from the Kay, Wash¬ 
ington store which you had organized. Did the fact that 
you received a salary from the Kay, Washington store have 
any effect on the amount of salary you were receiving from 
the E. M. Rosenthal Jewelry Company? 

• •••••••ft 

I 

1288 The Witness. Well, that discussion—that’s how it 
was determined my total salary would be so much. 

All I am trying to bring out is that my salary from the 
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Rosenthal Jewelry Company would have been $10,000 re¬ 
gardless of what I was drawing from the Kay store. 

By Mr. Rover: 

Q. Well, was there any discussion with Mr Kaufmann— 
I want to be dear on this—as to what your salary from the 
Rosentlul Jewelry Company was to be? A. $10,000. 

Q. Ana was there any discussion as to what your salary 
from the Kay store was to be? A. I was told it was to be 
$5,000. 

Q. And was there any discussion as to what your gross 
salary was to be? A. Fifteen thousand. Well, I don’t 
say there was discussion; Mr. Kaufmann just decided those 
things and asked me if that was satisfactory, and of course 
it was very satisfactory. 


1290 By Mr. Rover: 

Q. Now, Mr. Goldnamer, you stated in our prior 
examination that “we decided” that the stores should con¬ 
tribute more than 10 percent. Whom did you mean by 
“we”? A. Mr. Kaufmann and myself. 

Q. And do I understand that the decision was reached 
that more than 10 percent should be paid because of the 
increased supervisory duties? A. Well, now, to make it 
clear, we didn’t decide that the 10 percent should be salaries 
increased. That has always remained the same. 

• •••••••• 

1293 By Mr. Rover: 

J 

i 

,Q. You are familiar with the type of service ren¬ 
dered by the Rosenthal Jewelry Company to the stores, 
and the service rendered by the Elay Associates, Inc., to the 
stores. Is there anything that Kay Associates, Inc., did 
that the Rosenthal Company, with adequate personnel and 
equipment, could not have done? 

The Court. I didn’t get the latter part, few words. 

Mr. Gordon. I object. 
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Mr. Rover. Will you read the question, Mr. Reporter? 

(The pending question, as above recorded, was read by 
the reporter). 

The Court Well, that is a pretty complicated question, 
and I do not see that it has anything in particular to do 
with this case. That goes to the question of management, 
whether there was proper management here and whether 
there is some liability for mismanagement. 

Mr. Rover. No. 

The Court The question of whether there is a trust 
relationship. 

Mr. Rover. I simply want to show, your Honor, or I want 
one piece of evidence which, together with other pieces of 
evidence, we think would indicate to the Court that all that 
Elay Associates was was an extension of E. M. Rosenthal 
Jewelry Company. 

1294 The Court Well, it has been testified what every¬ 
body did, and then it will be for the Court to deter¬ 
mine, won’t it, whether that is an extension or not? 

Mr. Rover. Yes; exactly. 

The Court. Your question is bad in form, and it is all 
because that calls for a conclusion, and the witness has 
already testified at length as to what was done by the Kay 
Associates and what was done by the E. M. Rosenthal 
Jewelry Company. 

Mr. Rover. Very well, your Honor. 

By Mr. Rover: 

Q. Now, Mr. Goldnamer, you spoke of a change in the 
allocation of stock in the various stores. It is your position 
that there were more mouths or further mouths to be fed, 
and that the stock should be distributed in different fashion, 
and so forth. Could you be a little more explicit on that 
phrase “further mouths” or “more mouths,” just what 
persons you were referring to? 
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1295 A. More mouths to be fed was more employees, 
managers, supervisors, who were in my opinion en¬ 
titled to more stock, for a selfish reason on our part, be¬ 
cause they were getting more experience and becoming 
more valuable to us, and their salaries were not being raised 
too much, and I thought that they ought to have more 
recognition for their services, and I thought that was a 
mighty fine way to tie them to us for the rest of their lives. 
The records will show that at the time I made this sug¬ 
gestion there were hundreds of more people expecting to 
buy stock. ♦ You see, Mr. C. D. Kaufmann had brought in 
this thrift club, and while that thrift club didn’t, according 
to its formation, entitle any one individual to own much 
stock, but it was all-inclusive and he had several hundred 
names in there, and the very large majority of that list of 
names had not ever had the opportunity of buying any 
stock. 

Q. In connection with your suggestion that there be a 
wider distribution of this stock, did that include more stock 
to the Kaufmann family. 

Mr. Gordon. I object to that. 

The Court. Well, when you use the expression here, did 
you mean that? 

The Witness. Less stock to the Kaufmann family. 

• •••••••• 

1296 Q. Did there come a time when you found that as 
a matter of fact the Kaufmann family had gotten 

more, rather than less? A. To what extent I can’t say, but 
they did not go along with my suggestion or my decision. 

• •••••••• 

1297 By Mr. Rover: 

Q. Now I will ask you this, Mr. Goldnamer: In 
your estimate of the value of the E. M. Rosenthal Jewelry 
Company which you gave this morning, did you take into ef¬ 
fect in arriving at that value any right that its stockholders 
may have to purchase stock in other jewelry corporations 
to be formed in the future? A. No. 


i 
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Q. You did not? A. No. 

Q. Would that right, if it is a right, increase your esti- • 
mate of the value of the Rosenthal Jewelry Company? A. 
Of course. 

Q. Would you have any way of estimating as to how 
much increase that would bring about? A. That would all 
depend on the number of stores that were opened. 


1299 Thomas W. Brown was called as a witness for and 
on behalf of the defendants Kaufmann 

• •••••••• 

Q. And what is your occupation, Mr. Brown? A. I am a 
certified public accountant of the state of New York. 

Q. Are you associated with some firm of certified public 
accountants? A. I am a supervisor on the New York staff 
of Messrs. Touche, Niven & Co., with their New York office 
located at 80 Maiden Lane, New York. 

Q. How long have you been with that firm? A. Slightly 
over 20 years. 

«•••••••• 

1301 Q. Now, Mr. Brown, the first thing that I asked 
you to do when you worked on this case was to ex¬ 
amine Mr. Goldnamer’s records about the organization of 
the particular 18 or 20 stores which are involved in this 
case: that is, from whom the money was collected and what 
was done with it; and Mr. Goldnamer made his records 
available to us, and you did that; is that correct? A. That 
is correct. 

*•••••••• 

1302 Q. Now, referring to this Defendant’s Exhibit 4, 
the first page refers to five stores: Lawrence, Malden, 

New Bedford, New Britain, and Atlanta, and it is my 
understanding that those five stores were organized 

1303 at the same time, and Mr. Goldnamer has one record 
for those five, and that is why they were all on one 

page; is that correct? A. The stores were organized at 
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approximately the same time, and the collection of the 
money from the subscribers to stock was all made in, you 
might describe, a single operation. 

Q. Now will you please take that page and in your own 
way describe to the Court, slowly, what occurred, and just 
explain the whole thing? 

Mr. Bayre Levin. Before Mr. Brown proceeds may I 
suggest that the page be identified in a certain way, by some 
symbol, as a schedule, because there are certain pages which 
I shall object to. 

Mr. Gordon. Well, we will call it page A, this one. 


1304 By Mr. Gordon: 

» 

Q. All right, Mr. Brown; go ahead. A. This par¬ 
ticular group of retail jewelry corporations having stores 
located at Lawrence, Massachusetts; Malden, Massachu¬ 
setts; Neff Bedford, Massachusetts; New Britain, Con¬ 
necticut ; and Atlanta, Georgia, was handled through an ac¬ 
count known as the H. K. Mullins, Agent, account. The 
records disclose that Mrs. Mullins received some $338,285 
and paid out a like amount. The receipts came from Gen¬ 
eral Associates to the extent of $203,075, and from the 

subscribers to the extent of $135,210. The payments- 

Q. Go a little slower, Mr. Brown, because this is all— 
you know this, but we don’t quite so well. A. The pay¬ 
ments were made to the five stores for the total capital, 
Lawrence $52,500, representing 500 shares of preferred 
stock at $100 each, and 2500 shares of common stock at $1 
each, or a total of $52,500; to Malden, 500 shares of pre¬ 
ferred at $100 each, 2500 shares of common at $1 each, or a 
total of $52,500; in the case of New Bedford it was 500 
shares of preferred stock at $100 each, 2500 of common 
stock at $1 each, or a total of $52,500; New Britain, Con¬ 
necticut, got 400 shares of preferred stock at $100 each, 
and 200 shares of common stock at $1 each, or $42,000; At¬ 
lanta, Georgia, had 6000 shares of preferred stock at $100 
each, and 300 shares of common stock at $1 each, or a total 
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of $63,000. These amounts aggregate $262,500 and were 
paid to the stores. I 

Mr. Wilkes. Excuse me, Mr. Brown. • 

May I suggest, your Honor, that Mr. Brown inad- 
1305 vertently reread with respect to Atlanta, Georgia, j 
“600 shares of preferred” instead of 600. , 

The Witness. It should be 600. 

Now, if we may go back to the $203,075 that was received 
from General Associates, you will find that that refers to 
Note 3 on this page. This document was prepared at the I 
beginning of my examination, and since that time I have 
learned that the data dated in Note 3 is incomplete. | 

By Mr. Gordon: j 

Q. Well, now, we have gotten up a more complete state- I 
ment of Note 3. Note 3 shows where the $203,000 came 
from, doesn’t it, that General Associates got—were sup¬ 
posed to have? A. Note 3 discloses the information that 
we have been able to obtain from the books of General As¬ 
sociates as to their financial position, et cetera, in loaning 
this money to the H. K. Mullins, Agent, account. 

Q. Well, now, Mr. Brown, I think Note 3 is a little bit 
complicated. Let us finish up everything else on the page 
except Note 3 and then go back to that, you see. j 

Mr. Bayre Levin. As a matter of fact—if I may inter¬ 
rupt you, I think you can save time. As a matter of fact, 

Mr. Brown—if I may put this question to him—there is 
nothing on page 1 of this exhibit that differs from the in¬ 
formation disclosed in the auditors’ schedules except the 
interpretation of the $100,000 paid to the E. M. Rosenthal 
Jewelry Company; isn’t that true? 

The Witness. I think that is correct. 


1306 The Witness. I think all of the other items are 
more or less explained in this Note 3 as I have re¬ 
vised it, because I have taken into account the other items. 
The only thing that I might mention is the open account 
of Mr. Saul Kaufmann. As a matter of fact, that stock was 
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not issued to Mr. Saul Kaufmann until he paid for it, so 
from his particular angle he would say that they had 
loaned him no money. From the angle of Mrs. Mullins 
she did loap him money because she passed the money along 
to the stores before he had paid her. So there might be a 
difference of opinion there. 

By Mr. Gordon: 

Q. Now, let me see if I have these figures straight a 
minute. There was collected from subscribers $135,000? 
$135,210; that’s right? A. That is correct. 

Q. There had been collected from General Associates 
$203,075? A. That’s right 

1307 Q. So that the total amount collected was $75,785 
more than was needed? - A. That is correct. 

Q. So $75,785 was returned to General Associates? A. 
That is correct 

Q. General Associates took stock itself in the amount of 
$18,180? A. That is correct. 

Q. And General Associates took notes of employees se¬ 
cured by stock in the sum of $109,110? A. I believe that 
is one hundred and two thousand eight hundred- 

Q. $102,810. And then they got back the other $6,300 
from Saul Kaufmann? A. That is correct. 

Q. Yes. So that checks it all out? A. That is true. 

Q. Now, all the money was accounted for; no doubt about 
that, is there? A. No question about that. 

Q. All right. Now, let me ask you this: Did you make 
any investigation to find out whether Mr. E. I. Kaufmann 
and the members of his family paid cash for their stock or 
whether they were among the people who were financed by 
General Associates? A. My schedules were prepared in 
such a way as to show that each stockholder paid cash or 
paid for it in the form of a note to General Associates, 
which in effect was financing by General Associates. I 
have reviewed those schedules, and in connection 

1308 with these five stores I find that Mr. E. I. Kaufmann 
and his immediate family paid cash for all of their 
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stock. Mr. Sanl Kaufmann paid cash for all of his with the j 
exception that the payment was made at a later date, and | 
stock was not issued until that time. Mr. Cecil Kaufmann 
gave notes for his. He gave the notes to General Asso¬ 
ciates, and they were all paid on June 9, 1939. Mr. Cecil 
Kaufmann, as trustee for his sister Estelle, received no 
stock in these stores. Mr. E. M. Rosenthal and family—I 
believe it all went to the Elm Corporation in this particular ! 
case—paid cash. Mr. Goldnamer and his wife paid cash. 
Mr. Levi and his family paid cash. 

Q. Yes. Now, Mr. Brown, in order to make a quick, j 
simple statement: You have taken all the stores involved in | 
this, that is, the last 18 or 20 stores that this suit is about, 
and you have indicated on that sheet of paper [Defendant 
Kaufmann ’s Exhibit No. 5] whether any of these people 
paid cash or whether they paid notes; isn’t that correct? 

Mr. Bayre Levin. What sheet of paper are you refer¬ 
ring to? v 

Mr. Gordon. Right here. I will give it to you in just a I 
second, Mr. Levin. I will have that photostated tonight 
and have a lot of them. We can just pass it around today. | 

i 

By Mr. Gordon: 

Q. To come to it quickly: What does that show as to | 
E. I. Kaufmann and his three sons, for all the stores? A. 

It shows that all of them paid cash, and that includes in 
some cases, his daughter-in-law received stock. 

Q. Yes. A. As trustee for the grandchildren. 

1309 Q. Yes. And what does it show for everybody else 
involved in this except Mr. Cecil Kaufmann? A. It! 
showed that they all paid cash. 

Q. Yes; except Saul Kaufmann? A. And that includes 
Mr. Cedi Kaufmann as trustee for his sister Estelle. 

Q. Yes. Now, what does it show as to Cecil Kaufmann 
for himself? To what extent was he ever financed by Gen¬ 
eral Assodates or Kay Associates? A. In addition to the! 
five stores previously mentioned, he was financed in thei 
case of York, Woonsocket, Greensboro, and Whalen, Evans-! 
ville, all by General Associates. All of those were paid on 
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i June 9, 1939. In the case of Kay, San Diego, and Kay, 
Chattanooga, the stock was issued in the name of Mrs. 
Isabel Kaufmann, Mr. C. D. Kaufmann’s wife. That stock 
was financed by Kay Associates, and it was paid on August 
1,1940. 

Q. So t lat by August 1, 1940, Cecil Kaufmann had paid 
everything that he owed either to General Associates or 
Kay Associates ? A. That is correct. But I should go one 
step further: in the case of Allentown, Swope, Washington, 
Kay, Sacramento, Kay, Knoxville, Kay, Jacksonville, 
Franc, Arlington, and Kay, Buffalo, Mr. Cecil Kaufmann 
paid cash. 

Mr. Gordon. Let me have that I am sorry. We just 
finished getting this up, and I hadn’t had time to have it 
photostated. 

Mr. Bayre Levin. We have made no claim to the con¬ 
trary, have we, Mr. Gordon? 

Mr. Gordon. No, I don’t think so. I just want to 
1310 get all the facts in. 

Mr. Bayre Levin. And our schedules on loans- 

The Court. What? 

Mr. Bayre Levin. Our schedules on collateral loans, your 
Honor, do not contain or reflect any information that these 
people borrowed money- 

The Court No. 

Mr. Bayre Levin. -on their stock, and I see no pur¬ 

pose of the schedule. I see no objection to its going in. 
This is not in question. 

The Court. It is admissible in evidence. It will be 
admitted. 


[Defendant Kaufmann’s Exhibit No. 5 received] 


! By Mr. Gordon: 

Q. Now, Mr. Brown, returning to this page that we talked 
about, that you have been talking about for the five stores, 
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* l 

' ' 

Defendant’s Exhibit 4-A, yon made an investigation to 
determine where General Associates got the $203,075 that 
was used by General Associates in financing the notes of 
the employees, did you not ? A. I did. 

1311 Q. Let me ask you: You had some notes about this | 
on this sheet, and then Mr. Wideman referred to it 

in one of his schedules, as a result of that we came to the | 

conclusion that neither vour notes nor Mr. Wideman’s I 

* 

schedules were quite complete, and you reexamined the 
whole thing with the idea of making it as complete as 
possible; is that correct? A. That is correct, yes. 

• • # • # • • * • i 

i ' 

Mr. Gordon. Now, if the Court please, we just finished 
getting this up Saturday night and I was going to probably 
attach this to the other schedule, but I will have the witness 
describe it first 

The Court. All right. 

Mr. Gordon. Yes. All right. If you do that—will youj 
run through that story? 

The Witness. Mr. Gordon, may I suggest that you give! 
the stenographer a copy so he can follow it 

There will be a slight repetition in here in order to make 
this story complete. 

On June 30, 1936, General Associates, Inc., had cash in 
banks of $12,746.25, of which $12,474.48 represented the 
balance in the regular checking account maintained in the 
Second National Bank. In addition to the first trust notes 
, payable that specifically related to real estate located on 
F and G Streets in Washington, D. C_, General Associates,! 

Inc., was indebted on regular notes payable in the 

1312 amount of $103,500 of which $60,000 was payable to 
Mrs. Helen Goldnamer and $43,500 was payable to 

E. M. Rosenthal Jewelry Company. j 

The foregoing is a brief summary of the more important 1 
items in the current financial position of General Associates,! 

InCw, at the balance sheet date prior to the organization of 
the five jewelry corporations with stores located in Law¬ 
rence, Malden, New Bedford, New Britain, and Atlanta. 
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General Associates, Inc., paid to H. K. Mnllins, Agent, the 
sum of $2C 3,075 in connection with the financing of the 
aforementioned stores as follows: 


Ocjtober 14, 1936 
October 14,1936 
October 16,1936 
October 21, 1936 
Of a total of 


$ 25,000 
$125,000 
$ 25,000 
$ 28,075 


$203,075 

The $203,075 obtained from General Associates, Inc., was 
for the following purposes: 

First, for purchases of capital stock in 
/he five jewelry corporations 
Second, for financing stockholders of 
[the five jewelry corporations: 

(aj) on collateral notes 
(b) on open account 
Of a total of 


$ 18,180 


$102,810 
$ 6,300 


$127,290 

I 

The balance of $75,785 was repaid to General Associates, 
Inc., as shown in the following paragraph: 

This balance of $75,785 was repaid to General Associates, 


1313 


Inc., as follows: 


Obtober 23, 1936 

$20,635 

October 28, 1936 

$28,250 

November 2,1936 

$13,050 

They are all ’36 until the last item. 


November 13,1936 

$ 2,320 

November 14, 1936 

$ 210 

November 18, 1936 

$ 865 

November 19,1936 

$ 5,030 

November 20, 1936 

$ 1,575 

November 21, 1936 

$ 3,300 

Jjanuary 15, 1937 

$ 550 

Or a total of 

$75,785 


As indicated in the opening paragraph, General Asso¬ 
ciates, Inc., did not have sufficient funds to make the pay- 
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ments aggregating $203,075 to H. K. Mullins, Agent; 
therefore it was necessary for them to borrow for that pur¬ 
pose. A review of the cash receipts and disbursement 
records of General Associates, Inc., disclosed the following j 
transactions: 

(a) $2,000 of the cash balance was used on September I 
10, 1936, to reduce the note payable to E. M. Rosenthal 
Jewelry Company, leaving an unpaid balance of $41,500. 

(b) On September 26, 1936, $101,500 was received from 
E. M. Rosenthal Jewelry Company. 

(c) On September 26, 1936, $101,500 was disbursed as 

follows: ! 


E. M. Rosenthal Jewelry Company $ 41,500 

Helen Goldnamer $ 60,000 

Or a total of $101,500 | 

1314 Then I note at this point: These payments cleared 
the notes payable shown in the balance sheet at June ! 
30, 1936, and left an amount owing to E. M. Rosenthal 
Jewelry Company of $101,500. 

(d) On October 14 and 15,1936, there were the following | 
receipts of cash by General Associates, Inc.: 


M. S. Goldnamer $ 25,000 

M. S. Goldnamer, agent, Kay Associates 
Stores $125,000 

E. M. Rosenthal Jewelry Company $100,000 

Kay Associated Insurance Fund $ 25,000 

Or a total of $275,000 

(e) On October 14, 15, and 16, 1936, there were the fol¬ 
lowing payments of cash by General Associates, Inc.: 


H. K. Mullins, Agent $ 25,000 

H. K. Mullins, Agent $125,000 

E. M. Rosenthal Jewelry Company $101,500 

H. El Mullins, Agent $ 25,000 

Or a total of $276,500 


i 
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(f) During the last half of October, 1936, the following 
cash was received by General Associates, Inc.: 

Kanfmann Fnmiture Co. $ 20,000 

Elm Corporation $ 1,875 

Fowler Furniture Co. $ 9,500 

Hadley Furniture Co. $ 5,000 

M. S. Goldnamer $ 25,000 

Hadley Furniture & Carpet Co. $ 10,000 

Lester K. Allman $ 10,000 

Jeanette Levi $ 10,000 

H. K. Mullins, Agent $ 48,885 

1315 Or a total of $140,260 

| 

(g) During the last half of October, 1936, the following 
cash was paid by General Associates, Inc.: 

October 21, H. K. Mullins, Agent $ 28,075 

October 23, E. M. Rosenthal Jewelry 
Company $ 60,000 

October 28, E. M. Rosenthal Jewelry 
Company $ 30,000 

October 31, E. M. Rosenthal Jewelry 
Company $ 10,000 

Or a total of $128,075 


Then I note again: At October 31, 1936, General Asso¬ 
ciates, Inc., was not indebted to E. M. Rosenthal Jewelry 
Company. 

The cash records further disclosed that all of the afore¬ 
mentioned borrowings were repaid prior to the balance 
sheet of June 30, 1937, with the exception of $40,000 owing 
to M. S. Goldnamer, which amount was shown in the balance 
sheet at that date. The payment of this amount was made 
at a later date. 

Now, I might go back to item (f) on page 4 of this 
schedule. ! You notice the second item there is an amount 
from the fclm Corporation of $1,875. I believe that is the 
amount that was mentioned in a letter that was put in evi¬ 
dence last week from Mr. Newman either to Mr. Goldnamer 
or Mrs. Mullins. 


/ 
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By Mr. Gordon: 

I 

Q. That is, they sent some round sum like $15,000, and | 
some of it was used for purchase of stock, and there was 
$1,875 left over, which was loaned to General Associates? 
Mr. Leighton. That is right. 


1316 Q. So that ties in with that letter and indicates 
that the letter was correct, and there was no change 
from the time of the letter? A. I believe that $15,000 is the 
right amount. The amount they paid in was $13,125. 


Q. Mr. Brown, now what you have just read to the Court 
is simply a statement from the books without any conclu¬ 
sions of your own or anything of that sort, and that is in fact 
just what the books show? A. I tried to make it that way, 
Mr. Gordon. 

Q. Yes. A. It’s all factual as far as I know. 


• i 


1318 


By Mr. Bayre Levin: 

Q. Mr. Brown, in reply to the question of Mr. Gor¬ 
don you said that your investigation of the origin of these 
five stores from the standpoint of their financing—or these 
18 stores—was restricted only to the 18 stores? A. I be¬ 
lieve there are 20 stores included in the group, Mr. Levin. 
Our investigation also included Jacksonville, which was 
organized during the same period. 

Q. Yes. Well, at any rate, you did not make an investi¬ 
gation of any of the records of General Associates, the E. 
M. Rosenthal Jewelry Company, Mr. Goldnamer, Agent, or 
Mrs. Mullins, Agent, to determine the practice that had been 
carried on up to the time the first of these 18 or 20 stores 
was organized? A. Except as to where it was necessary to 
go back into certain stores that were included after the 
original complaint,—I refer specifically to Allentown] 
Buffalo—we did not 
Q. No. 
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The Court At any rate, he is not testifying to anything 
about the organization of those stores. We are get- 

1319 ting no testimony from him about them. 

By Mr. Bayre Levin: 

Q. Mr. Brown, do you find in the document you have 
just read into the record anything which is at variance with 
the information on the schedules filed by the plaintiff? A. 
I haven’t had an opportunity to study all of the schedules 
filed by theiplaintiff. If you refer specifically to Plaintiff’s 
Exhibit 3, page—Schedule 6, Item—Schedule 8, page 6, I 

think it was- 

Mr. Gorcjon. Let me find that. 

Mr. Bayre Levin. Yes. Schedule 8, page 6. 

The Witness. And you referred to the $100,000 in that 
schedule. 

Mr. Bayre Levin. Yes. 

The Witness. Later Mr. Wideman prepared a schedule 
which showed, I think, $275,000 received and $276,500 dis¬ 
bursed. I believe the items (d) and (e) shown on pages 
numbered 3 and 4 at the bottom include those same items. 
Mr. Bayre Levin. Yes. 

The Witness. My only question about that was that that 
was incomplete just the same as my note on the front page. 

• •••**•«# 

1320 By Mr. Gordon: 

Q. See if I have this straight, Mr. Brown: Your 
original note 3 on the front page of Exhibit 4, page A, you 
regarded is incomplete ? A. That is correct. 

Q. And [you also regarded Mr. Wideman’s statement that 
he got up | as incomplete, although both his statement and 
yours weip correct as far as they went; is that right? A. 
That’s right. 

Q. And this that you have just read to the Court, which 
I am now about to attach to page A, you regard as com¬ 
plete? A. That is correct. 

? 
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Q. Now let me ask you this: In Mr. Wideman’s Schedule 
8, page 6, he says $100,000 corporate promissory notes of the 
E. M. Rosenthal Jewelry Company in the amount of 
$100,000 was given for funds borrowed from the Manu¬ 
facturers Trust Company, which in turn was loaned to 
General Associates in order that it make a loan to Hilda i 
El Mullins, acting as agent in the financing of newly or¬ 
ganized retail jewelry corporations of New Bedford, New 
Britain, Atlanta, Malden, and Lawrence. Now, that is Mr. 

Wideman’s statement. Do you - A. Mr. Wideman 

amended that statement after I had a discussion with him 
on the facts. 

I 

Mr. Gordon. You understand this has been amended? 

Mr. Bayre Levin. Yes. The item stands, but the ex¬ 
planation had been amended. That is right, isn’t it, Mr. 
Brown? 

Mr. Gordon. Yes, that’s all right. 

1321 The Witness. The explanation, as I understood, 
showed that there was a total of $275,000 or $276,000 
borrowed and a similar amount paid on approximately the 
same dates, and the borrowings included an amount of a 
hundred thousand dollars from E. M. Rosenthal Jewelry | 
Company and a payment of $101,500 to the E. M. Rosenthal 
Jewelry Company. It was receipts and payments, both, 
from them. All the funds were put in the one bank account, 
see. There is no way you could possibly trace them. 

By Mr. Bayre Levin: 

Q. You and Mr. Wideman came to that conclusion, didn’t 
you, that you couldn’t determine whether this was an addi¬ 
tional amount of money or money taken to pay back the 
hundred thousand dollars? A. I don’t think there was a 
question of a conclusion. I think we determined that there 
were receipts by General Associates and payment by Gen¬ 
eral Associates of these two amounts, without trying to 
draw a conclusion. 

Q. That is my point. You both concluded that no con¬ 
clusion could be drawn on that evidence? A. I didn’t say 
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that no conclusion could be drawn. I felt that he and I 
should not attempt to draw a conclusion, is I think what 
we agreed. 

Mr. Gordon. Is that—well, Mr. Levin, then, as I under¬ 
stand it—I have forgotten whether this Schedule 8, page 6, 
is in evidence or not. Is it, Miss Sessoms ? 

Miss Sessoms. It is. 

Mr. Gordon. It is. Well, do you withdraw that 
1322 part of it that says that it was loaned to General 
Associates in order to make a loan to Hilda EL 
Mullins? 

Mr. Bayre Levin. No. The record does this, Mr. Gordon. 
When that was discussed it was agreed that the schedule 
would go in subject to such explanation as would be agreed 
on between the two auditors. It is already in. The ex¬ 
planation and statement made by Mr. Brown is certainly 
agreeable to me. 

The Court. Well, you accept the statement made by Mr. 
Brown? , 

Mr. Baiyre Levin. Yes. 

The Court. As to the agreement between himself and Mr. 
Wideman? 

Mr. Gordon. Yes. 


Mr. Gordon. Well, now, wait a minute. Let’s see where 
we really get. I don’t want to end up in a situation that 
Mr. Levin has something in evidence that says that money 
has been used for a certain purpose which I think is wrong, 
without being able to correct it 

The Court Well, Mr. Levin has admitted that Mr. 
Brown and Mr. Wideman agreed upon certain figures 
which modify that, and all this is in the record now, so that 
there cannot be any question about it. 


1323 [Defendant Kaufmann’s Exhibit No. 4, Page A, 
received] 
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Q. Mr. Brown, I now direct your attention to page B, 
which has to do with York, Woonsocket, and Evansville. 
Will you please explain what was done in connection with 
those three stores? 

’••••••••• 

1324 A. Page B relates to the retail jewelry corpora¬ 
tions that were formed having stores located at York, | 

Pennsylvania; Woonsocket, Rhode Island, and Evansville, 
Indiana; the Evansville, Indiana ^tore being known as the 
Whalen Company rather than Kay. The accounts were 
handled through the M. S. Goldnamer special account. The 
records were maintained by Mrs. Mullins on more or less 
the same basis as the other stores that I referred to. 

This shows total cash receipts of $163,900 and payments 
of a like amount. You might note the second item under 
the—the first item under the receipts, the cash collected | 
from subscribers of $63,465; the second item is cash re¬ 
ceived from General Associates, Inc., for collateral notes 
that were given by the individuals that received the stock, 
totalling $42,935; and the third item was cash borrowed 
from the Kay Associates Insurance Fund of $57,500. Now, | 
the amount disbursed had to do with the cash paid to the 
Kay of York, 300 shares of common at $100, or $30,000; 
Kay of Woonsocket, 400 shares of common at $100, or 
$40,000; and Whalen of Evansville, 400 shares of common 
at 100, or $40,000; or a total of $110,000. The bal- 

1325 ance of $53,900 was refunded to the Kay Associated 
Insurance Fund. 

Now, at this point I might mention that it will be noted 
up above that they borrowed $57,500 from the insurance 
fund. They only repaid them $53,900. The difference of 
thirty-six hundred was due to the fact that a late payment 
was made by Saul Kaufmann after these accounts had been 
closed; and Mr. Goldnamer, you might say, took a short¬ 
cut: he just endorsed the check over to the insurance fund 
and thereby paid them the $3,600. 

Q. So the insurance fund got all its money back? A. | 
That is correct 
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Q. Yes. A. If the transaction had been made with the 
books still open, there wonld have been additional receipts 
from snbscribers of $3,600 and an additional payment to 
the insurance fund of $3,600. 

Q. Now, the last item of Mr. Levin’s Schedule 8, 6, men¬ 
tions a promissory note of E. M. Rosenthal Jewelry Com¬ 
pany. They made a loan to General Associates, and Gen¬ 
eral Associates used it to advance this $42,000. Do yon 
agree with that last item? A. I can’t do otherwise, because 
if yon refir to the balance sheet and Stipulation No. 2, you 
will find tliat General Associates on June 30,1938, had less 
than a thousand dollars cash on hand, so they didn’t have 
sufficient funds from other sources to pay this money. 

Q. So, although it is a conclusion, it obviously is 
1326 a correct one? A. That is correct. 


Mr. Gordon. It is my understanding that Mr. Saul Kauf- 
mann was not well about this time; he died not long after¬ 
wards. And that is probably the reason for a couple of 
delays in making payments. As the witness explained, he 
paid for his stock in cash, but it was delayed cash in each 
instance. 


[Defendant Kaufmann’s Exhibit No. 4, Page B, Received] 

• ••*•****• 

Mr. Gordon. Now turn to page C, Kay of Pennsylvania, 
relating to Allentown. 

Now, if the Court please, that is a so-called reorganiza¬ 
tion. Remember, I didn’t like to have those come in. 

The Court. Yes. 

Mr. Gordon. But they do come in, so we have to 
1327 clear them up. 


Mr. Bayre Levin. Your Honor, they didn’t in fact come 
in. This schedule was withdrawn, our schedule having to 
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do with reorganizations. Mr. Goldnamer gave some testi¬ 
mony as to reorganizations. I object, I may say at the out¬ 
set, to page C because there is a description of apparently j 
what happened covering five loans, and reference made to 
a transaction which Mr. Gordon thinks significant. Now, 
we had the entire transaction analyzed on our schedule, and 
your Honor felt that each reorganization was an entirely ! 
different matter for investigation, that the circumstances 
of the reorganization, the type of reorganization, would 
have to be investigated, and therefore excluded the evidence. | 

The Court I did exclude their schedules on the reorgani¬ 
zation. Of course, this is simply a statement that there was 
a reorganization, except in here (indicating) or the state¬ 
ment that they received 20 percent, more than 20 percent 
to which they claim they are entitled. The original com- |' 
pany. They owned 24 percent. If it was a reorganization, J 
the stock was distributed in accordance with—I don’t know ! 
how it should be, why it was distributed as it was. It may 
be—if it was a court reorganisation, it has to be distributed 
in accordance with the plan approved by the court. If it 
was a private reorganization, that wasn’t stated. 
1328 But I don’t see that it has anything to do with this 
case. 

Mr. Gordon. Well, that was what I thought, but I guess j 
I misunderstood the action of the Court. Let’s see now. j 
There were four reorganizations that we talk about here, 
so-called reorganizations: Allentown—wait a minute. 

The Court. I have forgotten. 

Mr. Gordon. Allentown. What were the four, Mr. 
Brown? 

The Witness. Allentown, Whalen, Springfield, Buffalo, 
and Ft. Wayne, which was an earlier one. | 

Mr. Bayre Levin. They were set out in Schedule 4. 

The Court. Yes. The schedules as to those stores were— 
the evidence was already excluded. 

Mr. Gordon. So that there is no contention being made 
at this time about the reorganization; it isn’t necessary—I 


I 


668 


The Coup. At least, the Court is not considering any¬ 
thing. | 

Mr. Gordon. It is not necessary for us to put in any 
evidence in regard to them? 

The Court No. 

Mr. Gorcion. Well, then we will omit those. 

Mr. Wilkes. May it please the Court, there is evidence 
that was not stricken—just so that the record is clear and 
we all understand what we are talking about—as to the 
method of redistributing stock after a store had closed and 
it was reopened. That testimony was given in summary 
form by Mr. Goldnamer. Your Honor has that in mind, I 
assume. 

The Court. I don’t recall that just now. I don’t re¬ 
call what Mr. Goldnamer said on that. Does anybody 
else? 

1329 Mr. Bavre Levin. Yes, your Honor. Mr. Gold- 
nanler’s testimony was not directed to showing how 

the stock tvas distributed, btrt to showing—that is, the ac¬ 
tual distribution that was made. It was directed to 
showing—f 

The Court. He did state the amount of stock distributed, 
but now—that is my recollection. I have not discovered— 
I have learned from his testimony how else the stock was 
distributed, and as shown in the stipulated exhibit besides, 
I think, but why distribution was made in the man¬ 
ner lit was, I don’t believe he testified. 

1330 Mr. Wilkes. If it please the Court, my recollec¬ 
tion is that Mr. Goldnamer testified substantially as 

follows: j 

That one of these so-called reorganizations was the re¬ 
sult of his appointment as a receiver by the Court. 

As to the other three, the E. M. Rosenthal Jewelry Com¬ 
pany took over the assets and operated the stores or did 
whatever they were supposed to do with the assets, and 
when the stores got back on their feet, Mr. Goldnamer and 


* 


* 

669 

Mr. E. I. Kaufmann got together and they decided among 
themselves who should be entitled to the stock which was 
re-issued after having been drawn in by the E. M. Rosen¬ 
thal Jewelry Company, and that in re-issuing the stock it 
was not re-issued in the same proportion as had been held 
before, but that one of the elements that was considered 
and was not necessarily the guide. I think that is the sub¬ 
stance of it. 

Mr. Gordon. My position is this. Here is what hap¬ 
pened Friday, and I was a little disturbed about it, and that 
is the reason I am trying to clear this up. 

Mr. Goldnamer was testifying, and having asked him j 
about Allentown, which is the very thing I am coming to 
now, I said: 

“Mr. Gordon. Some of these companies have been re- | 
organized as the years have gone on. What a reorganiza¬ 
tion is, that might mean anything. It might mean bank¬ 
ruptcy, selling of the assets. It might mean a dozen things. 

In every case the rights would not depend on any owner¬ 
ship of Elm Company stock. We can’t try the Allentown 
reorganization that occurred in 1933 in this suit. 

1331 The Court. That is true, but I will permit this 
witness to testify as to the circumstances and the re¬ 
organization at Allentown. The question was the reason 
and the circumstances. The circumstances you may give. 

Mr. Gordon. Can he testify out of his head? For in¬ 
stance I was Receiver for the Shoreham Hotel just about 
the same time but to save my life I could not remember 
what happened then. 

The Court. I am allowing the witness to tell.” 

And then he went on and gave the substance about Allen¬ 
town. What he said I have forgotten. I don’t think these 
reorganizations have anything to do with the case at all. j 
I would prefer to have them completely out, but I am dis¬ 
turbed about having them part of the way in, because I 
don’t want to get in a few words here and there and have 
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the results disconnected and not have a chance to clear 
them np entirely. 

If I understood the broad ruling of the Court, it is noth¬ 
ing about the four reorganizations we have mentioned will 
be considered as part of this case. That is what I would 
like and that would suit me down to the ground. That 
would be the end of it and it would be understood if there 
is any testimony in there about it, it would be stricken, but 
as I say I am disturbed about having some in there about 
everybody was treated with utmost fairness and if— 

Mr. Wilkes, (interposing) If that is the issue they were 
all treated with absolute fairness. I think this would be 
proper rebuttal, but the testimony was offered by Mr. Levin 
and not me, and I indicated that I knew very little about 
these reorganizations. 

1332 Mr. Gordon made the observation he had the full 
picture, but as I get the purpose of the testimony as 
it is in thp record at this time, perhaps there are other rea¬ 
sons, but 'the principal purposes are to illustrate again that 
Mr. E. I. Kaufmann called all the signals in football par¬ 
lance and gave the answers as to bow the stock would be 
redistributed, and the redistribution was not in entire ac¬ 
cordance with the stock ownership in the first instance. 
Now I think that is the evidence now. 

The Court. There is some evidence in about the reor¬ 
ganization. Of course as was said by Mr. Gordon, I don’t 
know what the stock interests were at the time of reor¬ 
ganization. They may have been entirely different from 
what they were at the beginning, and if it was reorganized 
under court order Mr. Kaufmann may not be responsible. 

Mr. Levin, do you desire to say something! 

Mr. B^iyre Levin. I adopt your Honor’s view and I as¬ 
sent to the position that the plaintiff is entitled to no re¬ 
lief by reason of these reorganizations. We claim no relief 
in these cases by reason of reorganization. 

Mr. Gordon. That will clear that up and will save a lot 


of time. 


Thank you, Mr. Levin. 
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Mr. Bayre Levin. Yes, sir. ! 

Mr. Gordon. Then we can consider in view of what hai 
been said that the page having to do with Allentown is 
withdrawn, page C. 


1333 By Mr. Gordon: 

Q. Now, Mr. Brown, the next page is marked 4-D, and re¬ 
lates to the Greensboro, North Carolina, store. 

Would you please tell the Court what was done in that 
case? A. In this particular case the financing and collect- | 
ing was handled through the bank account of General Asso- j 
dates, Inc. There was a total of $16,921 collected from sub- j 
scribers to which General Assodates, Inc., paid out of its 
own funds $19,439, making $36,360 which was sent to the 
store in payment for debentures and common stock. 

In addition to this common stock there was $4,040 paid 
direct to the store which accounts for the total capitaliza- | 
tion of the store, which I believe was $40,400. 

Q. Is that shown in footnote 3? A. That is shown in 
footnote 3. I think the other footnotes speak for them- j 
selves, but I will be glad to read them if you want me to. 


[Defendant Kaufmann’s Exhibit No. 4, Page D, Received] 


1334 Q. Now the next one is Long Beach. That wasn’t 
a reorganization, but what were you able to find out 
about that? A. Long Beach, the collection of it was han¬ 
dled by Mr. Trattner and his associates on the West Coast. ' 
However, the only stock we have any record of by people 
in Washington are six shares of preferred and 180 shares! 
of common stock purchased by General Associates for 
$1,860. j 


Mr. Bayre Levin. I don’t understand the purpose o^ 
this statement. j 
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Is this just to show $1,860 was paid out by General As¬ 
sociates for the purchase of stock? 

The Witness. Mr. Levin, this statement was prepared 
in order to complete the picture for all of the stores. 

There was no financing handled by Mrs. Mullins or Mr. 
Goldnamer in connection vith this store. It was just a 
payment by General Associates for stock that was allotted 
to General Associates, for stock that was allotted to Gen¬ 
eral Associates. 

The Cotlrt. In this, neither the Kaufmann nor the Rosen¬ 
thal families took any part? 

The Witness. That is correct. It is just General Asso¬ 
ciates and people on the West Coast. 


1335 [{Defendant Kaufmann’s Exhibit No. 4, Page E, 
Received] 

• • • • • # • • • • 

BvjMr. Gordon: 

Q. The next page is F, the Kay Jewelry Company, San 
Diego, California. Will you please explain that? A. The 
Kay Jewelry Company of San Diego, California, was an¬ 
other one of these West Coast situations, but some of the 
stock was collected by Mr. Goldnamer as agent. The money 
was handled through an account entitled M. S. Goldnamer 
Special. 

Cash collected from subscribers amounted to 

1336 $10,730, and there was an additional amount of 
$7^070, which represented the notes of stockholders. 

This is during the period when Mr. E. I. Kaufmann and 
Mr. M. S. Goldnamer were acting as agents for the liquida¬ 
tion of General Associates and the notes were handled 
through that account. 

That makes a total of $25,800, all of which was paid to 
the stor^. 

Now if you will refer to note No. 2 you will see that it 
shows in,* addition to the above $38,200 was collected by the 
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store direct, making up a total capitalization of $64,000. I 
say that was not confirmed in Washington because we do 
not have the record of the store but that is the total that 
is indicated in the papers. 

1339 [Defendant Kaufmann’s Exhibit No. 4, Page F, | 
Received] | 

1339 Q. Turning now to Chattanooga, Tennessee, page | 
G, tell us what happened. A. The only thing un-| 

usual about Chattanooga, Tennessee was that part of the 
money was collected by M. S. Goldnamer Special and sent j 
to the store, a total of $27,394 collected and handled through 
M. S. Goldnamer Special and $34,031 Kay Associates, Inc., 
$1,827 collected from subscribers and $32,204 paid out of 
Kay Associates fund for stockholders financed on collateral! 

I 

notes. 

[Defendant Kaufmann’s Exhibit No. 4, Page G, Received]; 

• ••«•••••• 

1340 Q. Page I, the Swope Jewelry Company of Wash¬ 
ington. Will you tell us what happened to that tone? 

A. The Swope Jewelry Company of Washington was again 
handled through the H. K. Mullins Agency account to the 
extent of collecting what might be the headquarters inj 
Washington a total of $28,280 of which $27,270 was col¬ 
lected from subscribers, and the balance was financed oi^ 
collateral notes and that was handled by E. I. Kaufmanh 
and M. S. Goldnamer as agents for the liquidation of Gen¬ 
eral Associates. 

If you will refer to note No. 2 you will see that in addi+ 
tion to the above, the stockholders paid 17,175 direct t<) 
the store, making a total capitalization of $47,672, consist j 
ing of 472 shares of the common stock and $47,200 of dej 
bentures. 

• • • • • # • • • 4 
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[Defendant Kaufmann’s Exhibit No. 4, Page I, Received] 


1341 Mr. Gordon. The next is marked J and relates 
to the Kay Jewelry Company of Sacramento, Cali¬ 
fornia. 

i 

By SMr. Gordon: 

i 

Q. Will yon tell us about that? A. The collections on 
the stock issued to the stockholders in Washington was 
made through H. K. Mullins Agency account. 

The collection from stockholders totaled $19,920 and the 
financing through the Kay Associates amounted to $5,880. 

All of this money was paid to the store. The balance of 
it was collected on the West Coast 


1342 [Defendant Kaufmann’s Exhibit No. 4, Page J, 
Received] 


1342 Q. The next is Kay of Knoxville, Tennessee, 
marked Page K. What is that one? A. The collec¬ 
tions were handled through H. K. Mullins Agent account, 
$45,790 being collected from subscribers and $17,210 was 
collected from Kay Associates in exchange for the col¬ 
lateral notes of the stockholders, making a total of $63,000 
which was paid to the store. 

• ••••••••• 

[Defendant Kaufmann’s Exhibit No. 4, Page K, Received] 


Q. Page L relates to Jacksonville. Will you explain that? 
A. In the case of Jacksonville it was handled through M. 

S. Goldnamer Special. The stock of the store and 
1343 the stock of the realty company was handled as one 
item, so there were total collections made from sub¬ 
scribers of $106,007.79. 

There was financing of the stockholders on collateral 
notes to the extent of $17,592.21, and the amount of $60,600 
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was paid to the realty company and $63,000 paid to the 
store which was in payment of 60,000 of debentures and 
3,000 shares of common stock at $1. 

Q. This was nnnsnal inasmuch as it was a realty com¬ 
pany involved as well as a store. 

The financing was for not only the store but the realty 
company. That is correct, isn’t it, Mr. Levin? 

Mr. Bayre Levin. I think so. 

The Witness. They were financing for both the store and 
the realty company. 

The Court. How is the title to the real estate held? In 
a separate corporation? 

The Witness. That is held in a separate corporation and 
there was stock and debentures, one called the Kay Jewelry 
Company, Inc., and the other the Kay Realty Company. 

Mr. Gordon. I don’t think my friends are making any 
point about this, because they got 37 per cent of the stock. 
They got more than usual. That was the store which Mr. 

Ed Rosenthal, Jr., was to be the manager. 

1344 The Witness. None of the financing had to do with 
parties who were stockholders of the E. M. Rosen¬ 
thal Jewelry Company. 


[Defendant Kaufmann’s Exhibit No. 4, Page L, Received] 


By Mr. Gordon: 

Q. Let us go to the Franc Jewelry Company of Arlington. 
A. The Franc Jewelry Company of Arlington [page M of 
Defendant Kaufmann’s Exhibit No. 4] was handled through 
the M. S. Goldnamer Special, $30,000 from subscribers and 
like amount paid to the stores, 300 shares of common stock 
at $100 each. 

Q. No borrowing, no financing? A. No borrowing, no 
financing. 
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[Defendant Kanfmann’s Exhibit No. 4, Page M, Received] 
1345 Mr. Gordon. * • * 


I offer in evidence a stipulation which we have. It is 
quite a compilation made by Mr. Brown showing the trans¬ 
actions of the Rosenthal Company with these particular 
stores. That is, it shows the sale to them, dates of pay¬ 
ment and so forth from the opening of these stores down 
to the present time, and I will ask Mr. Brown just to say 
in a few words what is in the exhibit, as we will offer it 
in evidence. 

This has been stipulated, Mr. Levin. 

By Mr. Gordon: 

Q. Do you know what this is? We will call this Stipu¬ 
lated Exhibit No. 3, I think. 

1346 Now, Mr. Brown, you take a copy of this and tell 
the Court just what this is and what there is of any 
interest in it. A. This particular schedule attempts to 
show the monthly summaries of the merchandise purchas¬ 
ing accounts between the stores included in the complaint 
and the E. M. Rosenthal Jewelry Company. It was pre¬ 
pared from the records of the E. M. Rosenthal Jewelry 
Company. 

You will notice the first three or four columns show the 
charges. If we are looking at Allentown, which is page 2, 
you will find the first column is service charges. The next 
column is service invoices. The next column is no service 
inventories, and the fourth column, which has only been 
totaled for the year, is the total charges. 

You might note that the first column is 10 per cent. The 
second column—that shows that 10 per cent has been dis¬ 
cussed m my times. 

The Ccurt. Yes. 

The Witness. Then going to the fifth and sixth columns 
you will find the credits, the first items being cash and the 
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next items were principal credits, but there are a few minor 
charges like interest charges and the final column is the 
balance. 

If a figure is included without a circle it is a debit bal¬ 
ance. If it has been circled it is a credit balance which ! 

I 

means the Rosenthal Jewelry Company had been paid in 
advance for certain items. 

* 

1347 The Witness. We might turn to page 13 which 
was Kay Jewelry Company of Lawrence. In that j 

case you will find for the year ended June 30, 1937, there j 
were total charges of $42,870.20. 

There were payments of $40,404.84 and credits for mer¬ 
chandise rebated. It looks like returned, $341.03, leaving 
an open balance of $2,124.33 at the end of the period. 

Now if you will glance up to the second item you will j 
find there is an item of $1,605.97 which was the credit bal¬ 
ance as of October 31,1936. 

That means they have paid that much more than every¬ 
thing they owed plus the October purchases and then the 
circled items following down you will find “INT.” It j 
shows where they were charged interest where the pay- j 
ments were not made by the 10th of the following month. [ 

I would be glad to explain all of these. I 

By Mr. Gordon: 

Q. I don’t think that is necessary. 

Wliat do they show with reference to the terms of pay- ! 
ment? A. In the early years they owed the money, speak- I 
ing of 1937 and 1938, you will see, looking at Lawrence, | 
interest was paid in at least half the months. The same 
thing applies to 1939, 1940, and 1941. As we come 

1348 down to 1942 you will see there was no interest, and 
reading from page 15, which is July of 1942, you will 

see the balance was paid the following month. We continue! 
almost all the way down the schedule. Anything that was 
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owing at tie end of one month was paid in the following 
month. 

Q. Mr. I trown, I show you this tabulation. Tell us what 
that is I have just shown you, which says “Summary of ser¬ 
vice charges to retail jewelry stores.” A. This is a sum¬ 
mary of tie first column, the so-called 10 per cent on what 
they call service invoices. It indicates that Lawrence paid 
service charges as follows: 

1937, $2,720.51. 

1938, $2,772.92. 

1939, $2,434.69. 

1940, $3,199.19. 

1941, $3,626.54. 

1942, $6,621.69. 

1943, $5,103.21. 

Total, $54,573.69. 

Q. This is the same information that is on that other 
large schedule already put in, but in more convenient form. 
A. It is a summary of portions of the information which 
relate to the service charges. 

Q. Am I correct in understanding this schedule you have 
just described will show the profit that the E. M. Rosenthal 
Jewelry (Company has made on its dealings on each of the 
years in question? 

Mr. Bayre Levin. What you mean is this shows the total 
of the 10 per cent item? 

1349 Mr. Gordon. That is right. 

The Witness. That is right. 

1355 By Mr. Gordon: 

Q. Now, Mr. Brown, there were a few things that you 
were going to do that would get our record on these 18 
stores straightened out, and you have been working on those 
last night. Will you take the points up one by one, explain 
them to the Court and to counsel, and then if counsel have 
any questions they will ask you about a particular point 
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and get that cleared up and then go to the next one. 

A. I believe that the first thing that I was to do was 
1356 to change this summary of service charges [Defen¬ 
dant Kaufmann’s Exhibit No. 6] by eliminating the 
Kay of Allentown, Whalen, Springfield, and Kay, Buffalo, 
which were eliminated from the schedules. That has been 
done. 


Mr. Gordon. Yes. Now, those Kay, Allentown, Spring- 
field, and Buffalo were so-called reorganizations. 

The Court. Yes. I 

Mr. Gordon. We had them in here, but as all matter re- j 
lating to the reorganizations had been withdrawn from the ! 
case, we are taking them out of this schedule. 


The Court. All right. 

Mr. Gordon. The result of which is that the schedule I 

! 

that we are talking about now coincides—well, now includes | 
only the stores as to which there is a claim for redistribu¬ 
tion of stock. 

i 

By Mr. Gordon: I 

Q. That is correct, is it not, Mr. Brown? Plus Jackson- j 
ville? A. Plus Jacksonville. 

Mr. Gordon. Plus Jacksonville, which I don’t think there j 
has been any claim about, but came at the same period. 


1357 Mr. Gordon. Then, I will now offer in evidence 
the tabulation described by Mr. Brown, which is 
called “ Summary of service charges to retail jewelry cor¬ 
porations indicated,” with the corrections that I have in- j 
dicated. That makes a total for all the stores 490,927.35. I ! 
ask that that be marked Defendant Kaufmann’s Exhibit 6. i 
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[Defendant Kaufmann’s Exhibit No. 6 Received] 

t 

• • i • • • • • » # - • 

By Mr. Gordon: 

Q. Well, do you have something more to say about this 
schedule, then ? A. If you remember, I said yesterday that 
these items were merely a summary of the service charges 
that were shown on Stipulated Exhibit No. 3. 

1358 Qj Yes. A. Mr. Levin asked the question in con¬ 
nection with that as to whether those service charges 
included amounts— 

Q. On Stipulated Exhibit 3. A. —whether they included 
amounts where the stores made direct purchases, and I 
think there was some confusion as between direct purchases 
and direct shipments. They do include the 10 percent in 
the case of direct shipments, but do not include it in the 
case of direct purchases. The direct purchases, if any, 
were included in one of the miscellaneous columns in Ex¬ 
hibit 3, and not in the regular service charge, because if 
you look at it you will find that was exactly the 10 percent 
in every case. 

Q. Well, then the result of that would be—am I correct 
in believing, then, that the Rosenthal Jewelry Company 
made out of these 18 stores something more than this 
490,927.35 which is shown on the summary? A. I would 
rather state it that they may have made more. I am not 
definite that any of these stores did buy additional amounts. 
Some of the stores bought additional amounts, but it may 
not have been these. 

Q. These may or may not? A. That is right. 

Q. All right. Well, now, is there anything that has come 
to your attention as a result of that which might in any way 
reduce tljiis sum of 490,927.35— A. No, sir. 

Q. —which we give here as a profit? A. It would only 
be increased. 

• ••••••••• 


i 


I 


681 

1359 By Mr. Bayre Levin: i 

Q. Well, I was speaking to yon yesterday abont the term | 
‘ i service charge.” Mr. Brown, there is in fact a record in 
the ledger of E. M. Rosenthal Jewelry Company which sets | 
forth the 10 percent received on merchandise? A. That is j 
correct, Mr. Levin. We have a form here that I obtained 
last night, on which there is a double form. Mr. Gordon, I 
think yon have some extra copies. 

• • • • • • • • • • l 

I 

[Defendant Kanfmann’s Exhibit No. 7 Received] 
[Defendant Kanfmann’s Exhibit No. 8 Received] 


1360 The Witness. Discussing Form No.—which is Ex¬ 
hibit No. 7, the first page is a monthly statement, as 

Mr. Gordon described. The second page is the E. M. Rosen¬ 
thal Jewelry Company ledger sheet. They are made on a 
machine with the carbon copy, so it’s all made in one op-i 
eration. Yon will notice that on the front sheet there was 
a column that has been blacked out. If yon look to the 
second sheet, yon will find that that is marked “Pick up.” 
That is merely the machine in picking up the total that) 
was up to that point and then continuing. It has no place 
on the statement. 

Now, if yon look to the bottom of this, yon will see there 
is an account summary. The summary shows the pre- 

1361 vious balance, the service charges, the service in¬ 
voices, and the no service invoices; and then there 

is another column that’s called “Cash and special credits,’f 
coming down to the “Total due.” Looking to the top you 
will find there are three columns called “Service invoices,’’ 
and then there are three columns called “No service in¬ 
voices.” The total of the service invoices is copied in the 
third column at the bottom, called “Service invoices.” The 
service charge is 10 percent on that amount, and that Is 
copied at the column just at the left of it. And then non¬ 
service invoices is copied from the three columns on the 


I 




682 


right of the top. Any cash or special credits are noted on 
there, coming to the net balance dne. 

I think you can best describe the use of this form by 
saying that in addition to the monthly statement for the 
store it becomes the accounts receivable ledger of the E. 
M. Rosenthal Jewelry Company. That’s for charges of 
merchandise to the stores. 

By Mr. Bayre Levin: 

Q. Yes.'Now, Mr. Brown, it would be very helpful if you 
would take a hypothetical case of where a certain store 
obtains fi|om the E. M. Rosenthal Jewelry Company $3,000 
worth of jnerchandise at its cost, and purchases on the out¬ 
side—that is, makes direct purchases—of $500 worth of 
merchandise. Now, will you describe precisely how that 
transaction is treated in this summary statement? A. You 
speak of a transaction, Mr. Levin, but you gave me two 
transactions. I will take them— 

Q. To the two transactions. A. I will take them one by 
one. The first transaction, we’ll assume for con- 
1362 venience that this was a store that had paid its en¬ 
tire balance at the time that this transaction, the 
first transaction, the $3,000 transaction, occurs. 

Q. Yes. A. They would show the net amount in the ser¬ 
vice invoices; that is, under “Service invoices, net,” $3,000, 
and then the total of $3,000 would be carried out. We will 
further assume that on this particular hypothetical store 
that they had no nonservice invoices for that month. There¬ 
fore they would bring down to the bottom—there would be 
no previous balance. They would have a service invoice 
of $3,00Q. They would have a service charge of 10 percent 
of that $3,000, or $300. We further assume that there are 
no cash or special credits, so it would show $3,300 due. 

Now, is to the second type of transaction, it is my under¬ 
standing* that it would not go on this form at all, but rather 
would go on No. 8. 

Q. Yes. Well, let us continue to discuss Exhibit 7. The 
$300 you have mentioned is the 10 percent that has been 
referred to throughout this trial? A. That’s right. 
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Q. Yes. Now, in what cases would there be no service in¬ 
voices? I refer to the two columns on the left-hand side. 
On the right. A. In the case of fountain pens sent back 
for repair, in the case of advertising display purchased for 
windows or cases. I can’t attempt to tell yon all of the 
items, but they are two classes of items that would go in 
“No service charges.” 

Mr. Bayre Levin. Mr. Reporter, would you change 

1363 that to “the right-hand side”? 

By Mr. Bayre Levin: 

Q. Those are items upon which the 10 percent would not 
be charged? A. That is correct. 

Q. Yes. Now, I understand that those items include what 
are termed special novelty items, advertising, things of 
that kind? A. I believe it’s been so testified, but I haven’t 
made examinations. 

/ 

Mr. Gordon. Special items, advertising? 

Mr. Bayre Levin. For advertising. 

Mr. Gordon. Both items that are not for resale? 

Mr. Bayre Levin. Yes; not for resale. 

The Court. The witness says he understands it has been 
so testified here, but he didn’t know the amount. 

The Witness. I didn’t make an examination for that pur¬ 
pose. 

By Mr. Bayre Levin: 

Q. Well, in the case of the items referred to in the two 
right-hand columns, the Rosenthal Company would turn 
those—turn the merchandise over to the stores at net cost? 
A. In other words, if it cost them $10, they would turn it 
over to the store for $10, and there would be no service 
charge for handling it. 

Q. That is right. All right. Now will you proceed? A. 
As I indicated yesterday, I didn’t know about Exhibit 
8 . 

1364 Q. Yes. A. I attempted to discuss it with Mr. 
Wilkins, who handles the books of the Rosenthal 
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Company, j Mr. Wilkins was not there. Therefore I have 
no information from a person that actually handles the 
transaction. I believe the form speaks for itself. It is 
merely a monthly purchase statement from the store which 
shows (1) the E. M. Rosenthal Jewelry Company pur¬ 
chases ;— 

Q. That is, the purchases— A.—(2) the 10 percent— 

Q. Excuse me. Purchases from the E. M. Rosenthal 
Jewelry Company? A. That is right. 

Q. Yes. ■ And the amount set out opposite item 1 would 
be the net cost of such merchandise to the E. M. Rosenthal 
Jewelry Company? A. Well, there are four columns to 
the right, the first one being a total of the other three. 

Q. Yes. A. The next two covering merchandise (1) on 
which there is a service charge; (2) on which there is no 
service charge; and the other is an expense item. , 

Q. Now, take the item which we mentioned in connection 
with Exhibit 7 of $3,000. Where would that appear? A. 
The item of $3,000 would appear on line 1 under the item 
I would call col umn 2, “Merchandise, service.” The $300 
would appear in the total column opposite line 2 which is 
called “Service—10% on column 2.” I think it only goes 
in the total column. In their column numbers they do not— 
well, their column numbers is right. 

1365 ($. Yes. A. And then there would be a total, which 

' is line 3, which is “Total E. M. R. Co. Statement,” 
which is Exhibit 3—or Exhibit 7, formerly discussed. 

Q. And that total would-be $3,300? A. That’s correct, on 
our hypothetical statement of before. 

Q. Yes. Now will you proceed to explain item 4? A. Item 
4 is to be completed by the stores in case the stores pur¬ 
chase direct. When I say “direct,” I mean purchase 
direct.” I don’t mean direct shipments, because that 
would be included above. 

Q. Yes. You mean purchases from persons other than 
the E. M. Rosenthal Jewelry Company? A. That is correct? 

Q. Yes. And then under item 4 an itemized statement is 
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given of those purchases direct from other sources? A. 
That’s correct. 

Q. Yes. Item 5 is the total of those outside purchases? 
A. That is correct. 

Q. And what is item 6? A. That is the 10 percent service 
charge on the merchandise—on service merchandise that 
was purchased from outside sources. 

Q. Yes. A. And that is added to item 3 above, to give 
item 7, which is the total due the E. M. R. Company. 

Q. Yes. Now, item 8? A. That would—“Total inter¬ 
company purchases.” I haven’t asked for an explanation 
of that, but just on the terms I would assume that 
1366 it would be Kay Washington transferring something 
to Franc Washington. 

Q. Yes. And they do not charge—A. It might go through 
E. M. Rosenthal; it might go direct to the stores. 

Q. Yes. But there is no 10 percent charged on those inter¬ 
company purchases? A. I have never seen any indication 
of it. 


Mr. Gordon. No. All right; there isn’t, Mr. Levin. 

By Mr. Bayre Levin: 

Q. And then opposite item 9? A. Would be the total pur¬ 
chases including service charges, as I read this statement. 

Q. And the service charge referred to on Exhibit 8 is 
also the 10 percent we have been discussing throughout 
this trial? A. It’s the 10 percent shown on line— 
1367 opposite line 2. 

Q. Yes. A. If there is any service charge on line 
6, it is not included in the Exhibit 6. 

Q. Yes. That was not my question. I didn’t make my¬ 
self clear. I am just asking you whether the Service charge, 
10 percent, referred to in Exhibit 8, is the 10 percent which 
you state is referred to in Exhibit 7 and which we have 
been discussing throughout this trial. A. The service charge 
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referred to in Exhibit 7 is the service charge shown on line 
2 of Exhibit 8. 

• ••••••••• 

By Mr. Gordon: 

Q. Well, were there any other points you were supposed 
to clear up, Mr. Brown? A. I think there was one 

1368 point? last night where Mr. Levin and I were a little 
bit different in our terminology, if I may express it. 

He asked rqe if there were any payments by notes. I said 
no, becausej I—to my mind payments are made by cash or 
currency or something like that. If you will refer to Stip¬ 
ulation 3, page 16, you will find there were credits by notes. 
I had no question about that, but the schedules themselves 
clearly show that they are notes. They are not included 
in the cash columns. 

• ••••••••• 

The Withess. Page 16 is the summary of Lawrence. 

1369 The Witness. In the case of Lawrence this is a 
summary for the entire period. You will find that 

there were cash payments of 300,275.52. There were other 
credits, rebates and things of that nature, or merchandise 
returned, of 2,407.50; and notes of 45,579.60. That means 
that of the total purchases notes were given for 45,000 on 
speaking of Lawrence for the years 1937 through 1943, 
speaking of fiscal years ending June 30th in each case. 

By Mr. Bayre Levin: 

Q. Is that what you meant when you referred to note 
credits? A. Oh, yes. 

Q. Yes.! A. A note, to me, is not a payment, Mr. Levin. 

Q. Yes. A. As I understand a note, we have a lot of 
dealings with it in the textile factors where they have many 
accounts. They receive notes, and in those cases they do 
not even make an entry. They consider that the only thing 

i 
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the note gives them is an admission on the part of the pnr- | 
chaser of the merchandise that it was for the merchandise, i 
and they do not have to prove delivery and certain things 
like that in connection with their collection work. 

Mr. Gordon. Does that clear that up? 

Mr. Bayre Levin. I think so. 


1370 Q. Now, was there anything else that was left 
open last night, Mr. Brown? A. I believe there was 
a question on Stipulated Exhibit 1 as to two of the Cali¬ 
fornia stores. 

Q. Well, will you—you got the certificates of incorpor¬ 
ation of those, didn’t you? A. No. The certificates of in¬ 
corporation— 

Q. I didn’t mean that. You got the stock certificates, 
though? A. We looked at the stock certificate, and Mrs. 
Hutton loaned me her certificate on the Kay Jewelry Com- j 
pany of Sacramento that shows three classes of stock: 
Class A preferred stock, 600 shares, par value, $100 each; I 
Class B preferred stock, 1,000 shares, par value $1 each; j 
common stock, 3,000 shares, par value $1 each. There was j 
a lot of fine print on the hack of it. There is one paragraph 
here that I’ll read: 


1371 The Witness. “The holders of the Class B pre¬ 
ferred shares shall have and possess the exclusive j 
right to notice of shareholders’ meetings and the exclusive j 
voting rights and powers.” 

There was a whole lot more. I could read the whole thing 
if vou wanted it, but I think that’s the— 

By Mr. Gordon: 

Q. Well, is that all that has to do with the voting rights? ! 
A. It continues: 

—“and the holders of Class A preferred stock, subject, 
however, to the provisions respecting voting rights herein- j 
after set forth, and the holders of the common shares, shall 


i 

i 
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not be entitled to any notice of shareholders * meetings or 
to vote upon the election of directors or upon any proposed 
sale, lease, conveyance, exchange, transfer, or disposal of the 
property and assets of the corporation, either in whole 
or in part, or upon any other question affecting the man¬ 
agement or affairs of this corporation except where such 
notice or yote is required by law.” 

That completes the entire paragraph. 

Q. Yes. Now, Mr. Brown, the problem, the question 
1372 that| was raised last night was whether there were 
two classes of stock or three in these companies. In 
the stipulations we had three classes of stock. Did you 
find the stipulations were correct in that regard? A. There 
are three glasses of stock, as shown in the stipulations. I 
believe in (the case of San Diego we described one of the 
stocks as ‘f voting.” Upon checking the certificate it showed 
that that was Class B preferred stock, which has the voting 
rights. : 

Q. Yes.; All right. Now, then, you have read into the 
record all the voting—everything that’s on that certificate 
of incorporation that has to do with the voting rights, and 
so forth? I don’t mean certificate of incorporation. A. 
Ordinary voting rights. 

Q. The stock certificate; yes. A. Ordinary voting rights. 

Q. Yes. All right. A. But there are lots of other things 
in case of liquidation, et cetera. 

Q. Yes. All right. Do you see any occasion to change the 
stipulation? A. I see no occasion to change the stipulation. 
There is the explanation, of course, that the preferred stock 
has the voting rights, which is contrary to the ordinary 
setup. i 


1374 E. I. Kaufmann was called as a witness for and 
on behalf of the defendants Kaufmann. 
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By Mr. Gordon: 

Q. You are Mr. E. L Kaufmann? A-1 am. 

Q. And you are the defendant in this case, Mr. Kauf- 
mann? A. Yes. 

Q. Mr. Kaufmann, a good deal of your testimony in 
Florida has already been read into the case, and to the ex¬ 
tent that I can I won’t repeat that, but I want to run through | 
the story with you. Now, will you tell the Court, rather 
briefly if you can, your experience and your relationship 
with Mr. Rosenthal prior to the time of the founding of 
the first Kay Company in Reading in 1916? You see what j 
I mean? What happened that led up to the founding of j 
that company? Don’t give it in to great detail, because 
I mean you could talk all day about it, but just give a little I 
idea of your friendship with Mr. Rosenthal, what you did 
and what he did, and how you happened to start the first 
company. A. In 1915 I went to Reading, Pennsyl- j 
1375 vania, and opened a furniture store. Associated { 
with me at the time was Mr. Rosenthal and Leo ! 
Marx. In 1916 I brought my oldest brother to Reading 
and opened a jewelry store in the year of 1916. He had 
50 percent of the stock, and I held 50 percent of the stock. 
The first Kay store, like all the other stores, was a corpor- I 
ation. 

Q. Now, Mr. Kaufmann, why did you call it the Kay j 
store? A. Well, because the furniture store was called 
“Kaufmann,” and K was the first letter of our name, and j 
it was his name as well as mine, and we decided to call it j 
“Kay.” At one time we were going to call it “Esskay,” 
as I stated, but I think that related to some food product, 
and we didn’t use it. 

Q. Yes. And you and Mr. Saul Kaufmann were the sole 
stockholders in that store? A Yes. 

Q. Was that store successful? A That store started to i 
be successful, I should say, in about eight months or a 
year after it was in business, and I should say on the capital j 
invested it was very successful and has proven so up to | 
today. 



eyo 

Q. Was there any particular system that you put into 
that store that made it different from jewelry stores gen¬ 
erally? A. Well, when I went into the furniture business 
I did not have a great deal of experience in the selling of 
furniture on installment plan. Prior to my going into 
the furniture business I was in the clothing business in 
Toledo, Ohio, and sold clothing all at one price, $10. I 
was in business with a cousin of mine by the name 
1376 of Finsterwald, and when I went into the furniture 
business I did not have a great deal of experience, 
and after we were in business for about six months I knew 
very little about credits or many other things related— 
relating to the credit business; but after I was in business 
for about six months I walked out into the shipping room, 
it was in the wintertime, and I passed a stove and it was 
warm, and I said, “Well, I didn’t know you had a stove 
out here.” And there was no chimney to it, and I says, 
“Where did this come from?” 

I was told by the shipping clerk it had been pulled, and 
I said, “Wjell, did you leave any other stove in the house? 
Is that the'only means of heat?” 

And he said, “Well, I don’t know that.” And I made 
the shipping clerk take the stove back and build a fire. 

I then wrote the man a letter and I called his attention 
to the fact that what I had done, and so forth, and asked 
him to come in, and he did, and he paid his bill. And from 
that time on I had a different idea of credit than I think 
the old-line credit stores had. In the years that we were 
in business in Reading—I think it is still true today; the 
company is still there—I have never been sued, nor have 
I ever sued. I have never taken out a writ of replevin. We 
have never had any collectors. It was just a departure 
from the old way of doing business. The Kaufmann Fur¬ 
niture Company of Reading I think enjoys the reputation 
today of never having been in court. If a customer bought 
merchandise and didn’t pay, we tried to collect by mail, 

and if we jfailed he was scratched from the books and never 

i 

i 
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had another opportunity to bny. That comparable method 
was used in the jewelry store. 

And I noted many things about the manner of 

1377 buying merchandise from jobbers, namely, that a 
man who wanted to go into the jewelry business, if 

he had sufficient money to buy fixtures and had a little 
money to buy—and had money sufficient to buy the things 
that go into cases, like these boxes, that he could get about 
all the jewelry he wanted, on the longest possible terms— 
surprising: a year. Amd at the end of the year he would 
buy, if he wanted to—or didn’t have the money, he would 
pay a part and then continue buying again until he caught 
up. I just don’t know what the name of that method is, 
but that was about the method of buying merchandise, con¬ 
trary to my experience in business. 

TVe paid our bills on the 10th of each month, and this 
was an entirely new method, and as a rule the average 
jeweler dealt with a certain few people. In other words, to 
get this credit he would buy, as I understood it, his 
diamonds from the same diamond man and his watches 
from the same watch house. They would service the store 
in one way or the other. The diamond man would show 
him a new method of merchandising his diamonds, and that 
was true of watches. It was contrary to my way of doing 
business. 

I might say that buying that way is very much—the aver¬ 
age jeweler didn’t know that, once he got over the first 
year, he was paying cash forever afterwards. 

• • • • # • • • • •! 

i 

1378 Now, that was true of the jewelry business, namely, 
that a man who bought, we will say, an average 

$10,000 a year, the first year he bought his stuff he had a 
year to pay it, and if he bought $10,000 the next year and 
he paid his note at the end of the first year, forever after¬ 
wards he is paying cash. 

Q. That is, he only had the same length of time to raise 
the money? A. That’s right. 
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Q. But now, Mr. Kaufmann, let me see if I have this 
straight. The purpose of my question was this: that the 
Kay Jewelry Company in Reading was operated as an in¬ 
stallment jewelry store. A. That’s right. 

Q. That’s right? A. Yes. 

Q. And all the Kay stores ever since have been install¬ 
ment stores? A. Operated on the installment plan. 

Q. Installment plan. And as your experience grew, you 
found better and better ways to do it? A. That’s right. 

Q. All right. Plus the proposition that you tried to be 
humane to your customers, and you tried to pay as closely 
cash as you could for your purchases? A. That’s right. 

Q. Is that the idea? A. That’s right. 

1379 Q. All right. Now, the stipulation which has been 
put in evidence about the stores—that is Stipulation 
No. 1—shiows that between 1916 and 1923 there were addi¬ 
tional stores organized in Allentown, Washington, Read¬ 
ing, Detroit, Columbus, Indianapolis, and Springfield. Will 
you please tell us how it came about that those stores were 
organized, who did it, who determined the allocations of 
stock, and in general who the stockholders were in those 
companies, that is, from the period from the original Read¬ 
ing store down to the organization of the E. M. Rosenthal 
Jewelry "Company, but let’s tell about the intervening 
stores. 


The Witness: After I had gained and my brother had 
gained certain experience, we looked for another location 
and decided on Allentown, which was 36 miles from Read¬ 
ing. My brother and I went to Allentown and made the 
lease, and then it became a matter of incorporating, and 
at that time I think the capital necessary was, I think, 
$25,000, maybe. 

Mr. Gordon. Mr. Kaufmann, don’t try to remember the 
exact dates and figures. 

The Witness. No, I am not 

Mr. Gordon. That has all been stipulated in the 
1380 case. 


t 
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The Witness. Yes. I then went to Mr. Rosenthal 

I 

in Detroit, and I told him of the experience in the jewelry- 
business that we have already had, and I invited him to 
take a part of it. He took a part, and I sold parts to dif- j 
ferent people, stockholders, whom I just don’t quite remem¬ 
ber now. The first manager I think was a cousin of Mr. 
Rosenthal, a man by the name of Louis Hayes, and a fellow 
by the name of Caplan. That store was opened in three 
years, later, 1919, in November, I think, of 1919. 

Now shall I go on with Washington? 

By Mr. Gordon: 

Q. Well, just let me ask you. Let me get right down to 
it: In the case of all these stores, Mr. Kaufmann, were you 
the man who determined how much stock should be offered 
to the different people? A. In all of the stores up to a 
certain time I determined who should have the stock and j 
what proportion they should have it. 

Q. When you say “up to a certain time,” you mean until 
comparatively recently? A. That is right. 

Q. When Cecil Kaufmann—A. That is right. 

Q. —and Goldnamer have been working on it; is that 
right? A. That is right. In the main, in all of these stores 
there were certain things that one had to think of. For 
instance, to have heard some of the testimony you would 
imagine that all you had to do was to take a man in the 
ladies’ ready-to-wear business and put him in the 
1381 jewelry business and immediately he knew how to run 
it. But if you will note, if you go over each of these | 
stores, you will find that I made it a policy to surround j 
that particular individual whom the store was opened up 
for with a expert jeweler, a man who knew the jewelry busi- j 
ness, and one who would know the credit business also. 


1382 Q. Let me ask you this, to cut it short, Mr. Kauf¬ 
mann. 
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It is true it was a gradual expansion and when you had 
a good man and a good place you opened a store? A. Yes, 
sir. i 

i 

• « f *«*««»* * 

t 

The Witness. I should say in these first eight stores with 
the exception of Springfield they were opened up either for 
my relatives or Mr. Rosenthal’s relatives. 

I am not sure, hut I know in Indianapolis it was Mr. 
Rosenthal’s brother. In Detroit it was my brother and a 
cousin. 

With the exception of Washington I determined what each 
person should have. I determined where the store should 
be opened. I took into consideration certain things, first 
the person’s age and where they would be happiest, like in 
the case of my brother. He was born in Detroit. It would 
be foolish to uproot a family, and he was then in his middle 
40’s. I preferred leaving them where I thought they had 
a good chance to be happy. 

Mr. Rqsenthal’s brother was in New York in the ladies’ 
ready-to-wear business. He was born in Indianapolis or 
close to it, and spent the greater part of his life in Indianap¬ 
olis. 

That is true of Mr. Goldnamer in Washington. That was 
true in nearly all the first stores. A question of first de¬ 
termining their financial position, how much they could put 
in; whether it would be necessary to lend them money, 
1383 how much money to lend them, where they would be 
hippiest and then we would surround these men with 
people who knew the business. 


What .business was Mr. Rosenthal in? 

A. Mr. Rosenthal was in the furniture business. 

Q. And you opened this store in Reading in 1916? A. I 
met Mr. Rosenthal when I went in business with my cousin 
in Toledo, this $10 suit house. 

Q. The date, do you know? A. I think about 1909 or 
1910. 
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Q. So between 1909 and 1916 when yon opened this store 
in Beading yon had a very close personal relation with Mr. 
Bosenthal. That is correct, is it not? A. Yes, very close. 

Q. And Mr. Rosenthal was in the fnmitnre business in 
Toledo? A. Yes, sir. 

Q. He lived in Detroit. Is that right? A. That is right. 


1384 Q. Did he have other furniture stores ? A. Yes, he 
was opening furniture stores. He went in business 
with a cousin of mine in Detroit. I brought the two men 
together and Mr. Rosenthal was anxious to leave Toledo 
and I arranged for Mr. Rosenthal to take my place. He 
went in business with my cousin in the Finsterwald Furni¬ 
ture Company. 

They opened up a store in Fort Wayne, Worcester, Mas¬ 
sachusetts, Waterbury and Davenport and maybe one or 
two other places. 

Q. Mr. Rosenthal was in the furniture business and had 
a number of companies and operated various stores in vari¬ 
ous cities ? A. That is right. 

Q. And you were a stockholder in some of those furniture 
stores? A. In Detroit, and in Toledo, and in Charleston, 
and in Springfield, I did, like all other stockholders, pre¬ 
ferred and common. 


1385 Q. You were also in the clothing business? A. 

Yes, sir. 

Q. Was Mr. Rosenthal in the clothing business? A. Not 
at that time. 

Q. Had he ever been in the jewelry business as far as you 
know before you offered him stock in these eight stores? A. 
No. 

Q. You and he were both stockholders in a great many of 
these retail jewelry companies. You and he were also stock¬ 
holders in a number of his furniture companies. Is that 
right? A. Yes, if you call them “his furniture companies.” 
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They were furniture companies in which he had an interest 
and which he helped establish with someone else, and I 
bought interests in those companies. 

Q. Have you also during your life been associated with 
him in the hotel business down in Florida? A. Yes; we 
are together in a hotel. 

Q. The Hollywood Hotel? A. That is right. 

Q. That! is one of the biggest hotels down there? A. That 
is right ' 

Q. Have you ever been in any other business with him? 
A. We bought some real estate together. 

He established, with a group of men, a paper company in 
Detroit, the Story Parchment Paper Company, and I had 
an interest in that. 

i 

1386 Q. Mr. Kaufmann, have you ever had any partner¬ 
ship agreement with Mr. Rosenthal? A. None. 

. Q. Or with Mr. Goldnamer? A. None. 

Q. Or with any other persons whose names have been 
mentioned in this suit? A. I never had a partnership agree¬ 
ment with anyone. 

Q. Have you ever made any agreement with Mr. Rosen¬ 
thal whereby you agreed to give him any percentage of 
stock in any jewelry corporation you would have owned? 
A. No, I never had any agreement with Mr. Rosenthal as 
to any percentage of stock, any time, any place or any¬ 
where. , 

Q. Have you ever had any such agreement with Mr. 
Goldnamer? A. None. 

Q. Or any of these people mentioned in this case? A. No, 
one. 

Q. Now Mr. Kaufmann, I bring you to the organization, 
of the E. M. Rosenthal Jewelry Company. 

While we are looking for this, let me ask you in relation 
to these original eight companies. Were the same people 
stockholders of all companies or did you have different peo¬ 
ple stockholders in different companies ? A. Different peo¬ 
ple stockholders in different companies. Well, some may 
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have had stock in all companies. There were many differ¬ 
ent ones that had stock in only one company. 


1387 [Defendant Kaufmann’s Exhibit No. 2 received, j 
identical with Plaintiffs’ Exhibit No. 1, printed here- j 

after] 


1387 Mr. Gordon. I will read a small part of this. The 
corporate name is E. M. Rosenthal Jewelry Company 
and it is dated February 24,1923, and this certificate says: 


“The objects and purposes for which this corporation is | 
formed is to engage in the wholesale jewelry business in the j 
District of Columbia and elsewhere throughout the United 
States, and in that connection do all things necessary and j 
essential for the management, conduct and operation of the 
said business.” 1 


Mr. Gordon. What I read was the objects and purposes. 
That is paragraph 2. Mr. Wilkes would like me also to 
read paragraph 3 which has to do with the powers: 


1388 “The corporation shall have the power to enter 
into leases and contracts relative to its business and 
to purchase and acquire such real estate as may be necesary 
to enable the company to carry on its business in the Dis¬ 
trict of Columbia and elsewhere throughout the United 
States and in general to perform all other acts and things 
necessary and expedient to be performed for the conduct, 
operation and advancement of its said business, and to have 
and to exercise all the powers conferred by law upon cor¬ 
porations.” 


By Mr. Gordon: j 

. j 

Q. Now you heard Mr. Goldnamer’s testimony yes- 
1389 terday, and I got the impression that he was saying 
he was the one that had started this idea of having 


i 
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a wholesale business. What is your recollection as to that? 
Did you begin it or did Mr. Goldnamer ? A. Well, Mr. 
Goldnamei 1 knows he didn’t. 

After mV brother and I had had the experience with the 
eight stores we determined between ourselves that there 
should be a wholesale house. Now over a period of time I had 
come to like Mr. Goldnamer a great deal and when we had 
reached a point when we felt the time was ripe to establish 
it, and after all I wanted to leave Reading, I called these 
men that have already been mentioned to New York and 
outlined te them what I had in mind, or what we had in mind. 

No. 1 was that we would organize a company to do a 
strictly wholesale business. 

No. 2, the purposes of the organization of the company 
was to sell jewelry at wholesale, especially in and around 
Washington plus to our own stores if it was possible to do, 
and I felt it was. 

We organized for a capital of $150,000. I allotted the 
stock coming down on the train with my brother, allotted the 
stock. I tried to urge my brother to take more. He didn’t 
want any more. He was a peculiar fellow when it came to 
borrowing money and he just didn’t want to go any further 
than that particular amount which was $15,000. 

When ,we got to New York, I can’t remember of course 
what I said or what somebody else said. It isn’t possible. 

:Q. Did he take the stock in tbe proportion that you 
1390 proposed? A. That is right. 


Mr. SAul Kaufmann was the man who was in the Reading 
store with you? A. That is right. 

Q. And what had he been doing since from 1916 up to 
1923? A. Well, Saul Kaufmann designed the stores and 
bought the merchandise. Later on he didn’t buy merchan¬ 
dise an<} I think he continued to design the stores until there 
got to be so many it wasn’t possible for him to get around 
to each one. 

Of course he was a jewelry man, as far as I was concerned. 
He lived in Reading and later on other men came in. 
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Q. Now tell about Mr. Levi, bow did be get into it? A. 
Mr. Levi was in business in Worcester, Mass, and Spring- 
field. He was in business with Mr. Rosenthal and, among 
others, formed corporations in New England. 

Q. The furniture business? A. The furniture business 
only. He bad never been in the jewelry business. Mr. Levi 
and I were about the same age. We were always together 
at the market. We spent a lot of time together and I was 
very anxious for him to have a piece of the jewelry business. 
While I had no interest in his store yet— 

Q. (interposing) You had met him in connection with 
your work in the furniture business? A. Yes, sir. 
1391 Q. Why did you name the company the E. M. Ros¬ 
enthal Jewery Company? A. Well, Mr. Rosenthal, 
at one time or another, I don’t remember when, said no 
store had ever carried his name. I said “0. EL, you will 
now have a business that carries your name.” That is all. 
That was the only reason. 

Q. Let me ask you this, why didn’t you call it the Kay 
Company? In other words, what I am getting at is was 
there any reason not to call it the Kay Company? A. The 
reason was we wanted the wholesale house not to be mixed 
in the retail business. The wholesale house was a wholesale 
corporation. It would not work if we called it Kay. It 
would not be a wholesale company. 

Q. If you called it the Kay Company in your opinion 
would it have caused difficulty in getting wholesale rates 
from manufacturers? A. It certainly would from manu¬ 
facturers, that’s right. 

Q. Was there any particular reason why you selected 
$150,000 as capital? A. Up to that time the jewelry houses 
were buying on notes. As I said before I thought that would 
be adequate for us to carry our own stores, if necessary, 
plus whatever other business we could get, if it was neces¬ 
sary for us to carry notes. 

If my memory serves me correctly, Mr. Goldnamer was to 
make it his business to sell merchandise at wholesale to 
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other than Kay stores and then carry notes if it was neces¬ 
sary. 

Q. Now from the period of the organization of the 

1392 Rosenthal Company in 1923 down to 1935, onr exhibit 
shows, onr stipulation shows that there was some 33 

additional corporations organized. The Rosenthal Jewelry 
Company acquired stock in 14 of these and the various peo- x 
pie I have mentioned acquired stock in them. 

Will you tell us how you determined the stock was to be 
allotted in these companies! A. All of the stock was al¬ 
lotted by me. I had the habit of picking a sheet of paper, 
and if you were the man who proposed the store to me, or 
I went oht and made a lease and then it was a question of 
forming a corporation, I would write on a piece of paper 
in lead pencil, I didn’t dictate it, all the names of different 
people who ought to have an interest. 

I would start with the manager. I put down different 
figures. I might put a manager at 30 per cent and others 
at varying percentages, and often I had allotted 180 per 
cent of the stock, and then I would go back and retrace my 
steps. ! 

I would try to do it on the equity and worth of the par¬ 
ticular individuals to their own company and that could be 
changed; 

I would have that on my desk maybe for a week, maybe 
longer, and I would change it back and forth and then I 
would consult different men. 

If it was in New England I would consult .Mr. Katzenberg 
and Mr. Goldnamer and get his reaction. I would consult 
with my nephew, and of course my brother as to whether 
they thought the divisions were fair, and that is 

1393 about the way the division was handled and finally it 
was turned over to Mr. Goldnamer or whoever took 

care of £t. I was under the impression Mrs. Mullins always 
took cape of it. 

Mrs. Mullins was formerly my secretary and I knew she 
was a very careful and meticulous person, and it was my 
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opinion she took care of the mechanics. That was out of 
my mind. I didn ’t want to carry a lot of things in my mind. 
I turned it over to someone else to take care of for me. 

Q. Now in some of these companies the Rosenthal Com¬ 
pany took stock and in some it didn’t. 

Was there any particular reason for that, or was it dif¬ 
ferent upon any particular situation, or what about it? A. 
I heard read Mr. Rosenthal’s testimony and I heard Mr. 
Goldnamer, and I should like to give mine. 

After the Rosenthal Company was established, and we 
got the stores to buy from the Rosenthal Company, there 
was no merchandise sold on the outside at all. 

I then made arrangements with, I believe,, the Chatham- 
Phoenix Bank in New York for a line of credit for the 
wholesale house for $100,000. 

After I retired from the retail end of the business, I went 
to different cities and got lines of credit established in 
these different cities so it wasn’t necessary for the Rosen¬ 
thal Company to carry notes, and if they got into a posi¬ 
tion where they needed money, they could get it from their 
line in New York or they could take the notes of the stores 
and have them discounted or endorsing them. 

We found ourselves apparently with a capital that 
1394 wasn’t being used. 

I don’t remember the amount, but we probably had 
our original capital. Mr. Goldnamer and my brother had 
limited means. Mr. Goldnamer was loaned his money to 
buy his interest in the wholesale end, and I believe also the 
retail, I am not sure of the thing as it developed. Balti¬ 
more was presented, I mean the stores as Mr. Goldnamer 
stated. 


Q. At Baltimore the Rosenthal Company got a large part 
of the common stock. A. Was that the first? 

Q. Yes, 1923. What I am referring to is the sale to the 
public of preferred stock, and then they would give them 
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some common. A. I thought yon asked me how came the 
Rosenthal Company to own stock. 

Q. Go ahead. I won’t interrupt yon. Jnst tell the story 
in yonr own way. A. Yes. Baltimore was, I think, 

1395 the first one. It was presented to Mr. Goldnamer by 
Mr. Mayer—I don’t try to remember all proper, 

names. I didn’t know much about jewelry. I don’t know 
much about it today. It was presented to Mr. Goldnamer 
to go over and look at it and see if it is worth anything and 
go ahead and buy it. 

When it came to the point of financing it and paying for 
it we hail adequate funds in the Rosenthal Company that 
weren’t being used, and in order to ease Mr. Goldnamer’s 
position,who was trying to get out of debt—it didn’t make 
any difference to me or the other men—it was a simple 
thing to us to take it out of the Rosenthal Company and put 
it in the individual names, the names of the company. It 
didn’t mean anything. It was a matter of financing that 
particular store. 

1396 jBy Mr. Gordon: 

Q. N<|)w, Mr. Kaufmann, there has been a great deal of 
testimony in the case on the question of an arrangement 
that the Rosenthal Company had with the stores to sell this 
merchandise at 10 per cent profit. 

Will you tell how that was initiated and whether the 
arrangement is still going on? A. Well, I determined that 
10 per cent. Later on Mr. Goldnamer, I think, how much 
later I don’t remember, six months or a year, when the boys 
didn’t want to buy from a wholesale house—you must not 
forget Mr. Goldnamer was taken from the ranks and they 
resented it completely. 

Mr. Goldnamer had the idea, he conceived the idea of 
charging them 10 per cent on all of their purchases and 
then I consulted the boys and sold the idea that it ought 
to be done. 



The 10 per cent we lived up to faithfully. I have a per -1 
fectly clear conscience on it. I was always of the impres-1 
sion that it was something to the mutual advantage of both 
the stores and the wholesale house. 

Then the investigation of Mr. Levin by his accountant,! 
it seems to me that some thought should be given to the 
store angle whether they had been overcharged, whether 
they had not more than 10 per cent. All of these customers 
of ours I am positive believed that they were paying only 
10 per cent. I think the important thing, and it shall bej 
done by me being an officer in the various companies and 
president of the Rosenthal Company, I shall make 
1397 it my duty to make a complete audit of the Rosen-! 
thal Company books at the earliest possible moment.) 


By Mr. Gordon: 

Q. Mr. Kaufmann, you have described the arrangement 
between the Rosenthal Company and the stores whereby 
there was a 10 per cent profit. 

Has there ever been any agreement between the Rosen¬ 
thal Company and the stores whereby this arrangement was 
to last for any definite time, or whereby it could not be 
terminated at any time by any of the stores or by the Rosen¬ 
thal Jewelry Company? A. We never had any agreement 
of any kind whatsoever. 

Q. Except of course whatever might have been the ar¬ 
rangement with Mr. Trattner. That is written in a con¬ 
tract. You don’t refer to that when you make that answer? 
A. No. 

Q. Mr. Kaufmann, there has been criticism of you by’ 
the plaintiffs in this case by not using whatever influence 
you may have had as an officer of the stores and ^s 
1398 a stockholder in not bringing about that such a con¬ 
tract would be entered into. 

What do you have to say about that? A. Well, the first 
time I ever heard about the idea of a contract came from 
Mr. Rosenthal in his bedroom. I don’t know how many 
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years ago at was, and I immediately rejected it from the 
beginning [and said that it was never onr understanding 
and it woujld not be possible for any human being to make 
a contract with a group of 30 or 40 different corporations 
that they inust buy their merchandise from any particular 
company. [ 

I explained to Mr. Rosenthal first I didn’t think the law 
would permit it I didn’t know the law. I didn’t then 
know about the Robinson-Patman Act, but I heard the 
Robinson-Patman Act was just opposed to such an idea and 
a] so the Fair Trade Practice Act, or whatever it is relating 
to the anti-trust laws, but that wasn’t the point. It would 
have been an evil thing regardless of how you 
look at it. It would be a terrible thing, pre¬ 
suming a contract could be made with a group of 
men or stores, or stock companies that they must 
buy from a particular company where they had no 
interest, whether that company was going to serve them 
faithfully or not, apparently not being considered, and be- 
. sides all of that I would like to present this, it would be 
placing too much power in the hands of a certain corpora¬ 
tion, or a certain group, and I am not speaking—it would 
be just as evil, I would think, if it were placed in the hands 
of what I call the Kaufmanns, my nephew and my sons. I 
don’t knpw what is going to happen ten or fifteen years 
from now if such, a contract were made, whoever sat in the 
Rosenthal Company, if it were possible to make such 
1399 a contract, and Lord knows it isn’t possible at all. 

They would sit there and approve the type of mer¬ 
chandise they would get and sell, and if they weren’t nice, 
you could do nothing about it. » 

We have now, I should judge, about 300 different stock¬ 
holders, not repeating, but 300 different stockholders, and 
if I were a stockholder and you made a contract of that kind 
I-would like to know whether it was the right kind of con¬ 
tract. I would not enter into such a contract. I would not 

.*’> V 

ask someone else to do what I would not do. It does not 
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make any sense. It didn’t then and doesn’t today. It 
would completely ruin the retail organization. 

Q. At any rate, Mr. Kaufmann, whether your opinion is 
right or not, it is your honest opinion there should not be | 
such a contract? A. It is my honest opinion and I rejected 
it and I am unalterably oposed to it. I would do all I can | 
to prevent it. It is something that wasn’t necessary and j 
isn’t necessary. 

Q. While we are on that subject this arrangement of j 
10 per cent profit is still going on right down to date? A. 
That is true. It is not a profit. It is a 10 per cent charge. 

Q. A 10 per cent charge is still going on? A. Yes, never j 
been changed. 

Q. Since you are an officer and director of the Rosen- j 
thal Jewelry Company up to this time, have you done every¬ 
thing possible according to your best opinion to further] 
the interest of that company? A. I have never 
1400 stopped doing that from the day it was organized, 
and I am still doing it today to the best of my ability. 

Q. Is it your intention to do the best you can for the com- j 
panv as long as you are connected with it? A. As long as ] 
I am connected with the company I shall continue to do 
that which I have always done, to serve it to the best of 
my ability. 

Q. Mr. Kaufmann, do you have any contract with the j 
Rosenthal Company, Mr. Rosenthal or anyone else which i 
prevents you from resigning as president of the company 
at any time you want to? A. I have no contract. 

Q. Of that nature. A. In* fact, I don’t know of any con¬ 
tract existing with anyone. I have never made contracts ] 
with people. 

Q. Let us go back just a little bit because of something I j 
overlooked asking you about, your relationship with Mr. 
Rosenthal. 

Did. he ever lend you any money to buy stock in any of | 
these jewelry stores? A. No, sir. 

Q. The impression is given by some of his testimony 
that he was a wealthy man and that you were a pauper or 
something of the sort. 

j 
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Of course, he was a wealthy man, hut did you have suffi¬ 
cient means of your own to do whatever was necessary to 
be done in this matter? A. I never borrowed a penny 

1401 from Mr. Rosenthal to engage in any business at any 
time, and this may be possibly irrelevant, but I think 

the situation of Mr. Rosenthal and myself ought to be 
cleared in some manner. 

As I said before, Mr. Rosenthal and I and his family were 
as close as men could be. I see his children here in the 
court room and they were babies when I met Mr. Rosenthal. 
On wasn’t bora. Maxine was not bora and Eddie was 
nursed at the breast of my wife. 

I know that Mr. Rosenthal over a period of years due 
to his inactivity, he hasn’t been active in 25 years, I think, 
maybe 20 years what I call real active, I don’t suppose that 
Mr. Rosenthal has averaged one visit a year to Washing¬ 
ton or maybe two, not more than that, and when we get 
together Mr. Goldnamer had other ideas than discussing 
business,:' and we might have talked business for a little 
while, arjd then nothing connected with business, but Mr. 
Rosenthal for a period of years—I can best explain it this 
way. It has nothing to do with the jewelry business. I have 
two grandchildren. I have been telling certain stories to 
my children for 30 years about characters when I worked 
in northern Michigan on in Indian Reservation close by. 
I told them to Mr. Rosenthal’s children and probably told 
them to my own and I am now telling them to my grand¬ 
children. So my oldest grandchild who is past five said to 
me the other day when I was telling him one of these 
stories,)he said to me “Pop, is that a real story or make- 
believe : I told these stories so often over 30 years that those 
characters were really real to me. I don’t know how to 
explain it. 

1402 That happened to be true with Mr. Rosenthal. I 
am not boasting about it and not boasting today. I 

can step into a room and hear the last thing Mr. Rosenthal 
has said, and I could probably tell what he said before 
during the course of that conversation, 
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He would probably say “You see Eddie Kaufmann, I 
took him. He was a so and so and so and so, and loaned 
him money and got him started. The boy had nothing.” 

And he must have told his children the same thing and 
I can understand that a natural resentment would come up. 
“Yes, here my father organized this business. He started 
these people. He sent people to New England. He recom¬ 
mended certain men go there and I liked them, I'knew themj 
and put them in business” and his children probably ab¬ 
sorbed that and I can understand by him telling that samei 
story over and over and over again, the men he had started 
and the money he loaned, that he really had gotten to the 
point where he believed it and his children believed it. 

Now it would serve no useful purpose, as far as I was 
concerned to say to the children that that is all poppycock^ 
nor would it serve a useful purpose for me to say something 
to Mr. Rosenthal about his children. I am not a man of 
hatred. I don’t hate men. I would not fill my whole systeni 
with a lot of bias and hate of people that Mr. Rosenthal 
continued to tell those stories to. I never objected to it^ 
never was upset about it and didn’t care especially. 

I can say—you might put it this way, that some 
1403 few years ago, probably in 1936 or 1937, I had a 
visit with Mr. Newman and Mr. Rosenthal’s daugh¬ 
ter, that is his wife. They seemed to think they had nof; 
been treated right. They came over to the hotel and I 
explained to them that the reason that my nieces had got¬ 
ten some stock, that is my oldest brother’s daughter, and 
I explained the reasons why they weren’t getting any stock, 
and over a period of years, I must have explained to his 
children, his sons and sons-in-law and explained that they 
could be part of this business only under one condition, 
namely, that they come in and serve an apprenticeship. 
They could go out and open up a store and I would see that 
they got as much as anyone could get in our stores without 
control and finally Ed Rosenthal, Jr. came to Washington 
and he did not come, and I am not saying this unkindly. 
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I have no'feeling in the matter, but he didn’t come as some¬ 
one to learn, but came with the idea that he was there by 
right and he really didn’t have to do certain things unless 
he chose to; that he was his father’s son and that was all 
there was to it. I talked to him on many occasions but 
could not change his mind. 


1404 Let me ask you one thing, though. Didn’t you 

establish a store down in Jacksonville? Tell us about 
that. A.iEd Rosenthal, Jr. was here and he was offered a 
share in I the Swope Jewelry Company of $7,500, which I 
don’t know what percentage it was, but it was a good per¬ 
cent of it, and he didn’t want that and then we determined 
to open a store in Jacksonville which would be close to his 
parents who were then living in Hollywood, which was 
opened, and I think Mr. Rosenthal wanted some stock or 
members of the family and I told Mr. Goldnamer no family 
should have more than 40 per cent, and that is what he got 
approximately, I think. 

Q. Now wait just a moment, Mr. Kaufmann. The store 
you are jgpeaking of is on page 4 of the stipulated exhibit, 
the store in Jacksonville, Florida, and the date of its in- 
corporaijion is November 15,1940, and the E. M. Rosenthal 
and family got 39 per cent of the stock, and that is the 
store that young Ed was to be the manager of? A. That 
is right? 


1406 [Defendant Kaufmann’s Exhibit No. 9 Received] 
• [Defendant Kaufmann’s Exhibit No. 10 Received] 


I 

Mr. Gordon. Mr. Rosenthal to Mr. Kaufmann May 19, 
1934, and after opening affectionate paragraphs it says: 
[reading from Defendant Kaufmann’s Exhibit No. 9] 

“Now this brings me to the thing that is in my mind and 
which I would like very much for you to be governed by 
my wishes.” 


I 
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This is Mr. Rosenthal to Mr. Kanfmann. 

“First, I wonld like very much for you to contribute not 
less than once a year about 80% of all the moneys which 
come into the Associates Company”— 

1407 By Mr. Gordon: 

Q. That’s General Associates, I presume? A. Yes. 
Mr. Gordon (reading): 

—“and I would like records made on the Minutes that 
this is to be done. 

“Second, I would like definitely that no investments can 
be made by that fund unless 100% unity decides upon it. 
That I would like to be incorporated in the Minutes also. 

“Third, I would like for a period of years, if possible, if 
I am alive, that you send me your money and let me put it 
away—that is, the money which comes out of this fund. I 
don’t want to hurt your feelings, as you know, but I believe 
that you are getting to a point, even with your large in¬ 
come, where you are so loose with money that you are not 
accumulating a cash reserve to take care of your liabilities, 
and that you are spending the money of which you should 
have plenty at the present time.” 

Then the rest of the letter discusses all sorts of personal 
things. 

Now, Mr. Kanfmann replied to Mr. Rosenthal: [reading 
from Defendant Kanfmann’s Exhibit No. 10] 

“Regarding General Associates, I am in agreement that 
we should do the following: 

“No officers should draw any money. 

“2. The expenses are not to exceed $2,500.00. 

“3. There shall be no investments made unless with the 
consent of all stockholders. 

1408 “I would like to discuss with you, your opinion 
that at least 80% shall be distributed yearly. While 

I am not in conflict with your opinion regarding this, for 
the moment I deem it unwise that this should be made as 

i 
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i 
i 

i , 

a permanent arrangement. It may barely be possible that 
one of ns may pass away and the money distributed that 
should be held. Wouldn’t it be better, if we three from 
time to time met either in person or agreed through the 
mail what distributions should be made. The money is 
actually safeguarded by the fact that we agree not to in¬ 
vest without the consent of all stockholders and as far as 

t 

distribution is concerned I think we can safely leave that 
to our discretion.” 

I 

And then Mr. Kaufmann goes on to say that it isn’t nec¬ 
essary to send his money to Mr. Rosenthal, that he can— 
that he will tfy to take care of it himself, or words to that 
effect. 

By iMr. Gordon: 

Q. Now, at the time these letters were written had there 
been any change in Mr. Rosenthal’s financial condition 
from what it was in the earlier days? A. What was the 
date of that letter? 

Q. This, is 1934. A. There was quite a big change in his 
financial condition. 

Q. Well, let me ask you two or three questions that will 
connect the story up. 

Now, the Rosenthal Company was founded in 1923. 
1409 A. ? That’s right. 

Q. When did Mr. Rosenthal move to Florida, ap¬ 
proximately? 

Mr. Gordon. Do you know the date, Mr. Levin? 

The Witness. I think he—he moved to Florida—he bought 
a home on Bay Shore Drive I think in possibly ’26. 

Mr. Gordon. Yes. 

The Witness. ’25, ’26. 

By Mr. Gordon: 

Q. After Mr. Rosenthal moved to Florida did he take 
any active part in the affairs of the E. M. Rosenthal Jew¬ 
elry Company? And if so, how much? A Why, it’s so 


! 
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very little that you can’t discuss it. If I came to Florida 
and Mr. Rosenthal during the period of 25 years, it’s nearly 
impossible to discuss business with him for an hour at a 
time. One subject, yes, but he just wasn’t interested, and 
particularly in discussing business. 

Q. Yes. Well, now, prior to the time he went to Florida, 
how much part did he take in the affairs of the E. M. 
Rosenthal Jewelry Company? A. I don’t think he took 
much interest; I mean spent any time in the Rosenthal Com¬ 
pany. If it was, it was so limited in its affairs; I am posi¬ 
tive of that. 

Q. How much time did he spend on the affairs of the 
retail stores prior to his going to Florida? A. None. None 
to speak of. 

Q. Well, he had something to do with some particular 
stores, didn’t he? For instance, Toledo, didn’t they—isn’t 
that a fact? A. Well, that was—he had a building, 
1410 and there was a vacant store, and he wanted to open 
a store, and he opened a store in Toledo in that 
particular spot. 

Q. How about after he went to Florida, as far as you 
could observe? What part did he take in the affairs of 
the retail stores? A. Well, Mr. Gordon, it’s a very hard 
thing, but—to say what part, but it was so small a part— 

Q. Yes. A. —that I just wouldn’t know. 

Q. Yes. A. To say whether it was 2 percent or 10, but 
it was very little. 


Q. Now, when he wrote you here that he didn’t want 
General Associates to make any more investments without 
everybody’s consent, and he wanted the money of General 
Asociates distributed, I come back to the question: Had 
there been any change in his financial status during the 
period of the depression? 

Mr. Bayre Levin. I don’t know what qualification this 
witness has to say that? 

1411 The Court. What? 
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Mr. Bayre Levin. I don’t know how this witness can be 
qualified to testify as to Mr. Rosenthal’s financial status. 

By Mr. Gordon: 

Q. Well, did Mr. Rosenthal ever tell you anything about it? 
A. Well, I know pretty well that Mr. Rosenthal at that time 
made the statement, and continued to make it for quite 
some period, that he was judgment-proof, that he had no 
money, that he was retiring to Florida, or he was just re¬ 
tiring from whatever business he had in Toledo; and at 
that particular time Mr. Rosenthal was in New England. 
We had a meeting with Mr. Schanfarber, who has passed 
away, Mr. Amheim, the manager of the Toledo—of the New 
England stores, Mr. Allman, and myself, had a meeting in 
the Worcester Hotel. Mr. Rosenthal was a co-signer with 
Mr. Marx, whom he was in business with: Leo Marx; and 
Mr. Rosenthal owned, of a realty company called the 
Hadley Realty Company, I don’t know what percentage. 
I had no stock in the Hadley Realty Company, and I had 
no stock in the Hadley Furniture Company. I was there 
representing the estate and the stockholders. Mr. Rosen¬ 
thal at :that time insisted—took a position that I thought 
completely wrong: insisted that the Hadley Realty Com¬ 
pany or the Hadley Furniture Company give him twelve 
thousand and some-odd-hundred dollars. 

Mr. Bayre Levin. Now, I object to that unless we are 
going to reopen the whole question of salaries in these 
furniture stores. 

Mr. (rordon. Well, let that go. 

The Court. Yes; I don’t see that there is any— 
1412 Mr. Gordon. All we are trying to show is, Mr. 

Rosenthal had some business difficulties in this 
period.* 

Mr. Bayre Levin. Well, perhaps the witness should be— 

The Court. What difference does it make? 

Mr. Gordon. Well, it is just part of the story. It shows 
why he wasn’t interested in getting any more stock. 

I 


i 
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Mr. Bayre Levin. I think before we discuss further, his 
attention should be directed to the fact that in his deposi¬ 
tion he said that Mr. Rosenthal was a wealthy man but 
less wealthy after the depression, and that he went on to 
say—and I’ll show you the place in his deposition. 

The Court. Yes. 

Mr. Bayre Levin. Never mentioned anything about his 
being judgment-proof. 

The Court. So far as the other corporations are con¬ 
cerned, I do not think that is competent. If Mr. Rosenthal 
expressed a disinclination to invest further, that would 
be competent. 

Mr. Gordon. Well, that, of course, is in these letters. 

The Court. Yes. 


1413 [Defendant Kaufmann’s Exhibit No. 11 Received] 
[Defendant Kaufmann’s Exhibit No. 12 Received] 

1414 [Defendant Kaufmann’s Exhibit No. 13 Received] 


Mr. Gordon. Now, Mr. Levin, I think it is clear that these 
letters were written in connection with the issue of stock 
in the first group of five: that is, Lawrence, Malden, New 
Bedford, New Britain, and Atlanta. 

Mr. Bayre Levin. Well, I don’t know. I would have to 
go over them, and I couldn’t consent to that now. 

Mr. Gordon. Well, let’s say that is a fact subject to check. 
It is so. I mean the amounts tie right into what they got 
then, and it is the same period. If the Court will look at 
Exhibit No. 3, you see those five are the five that Mr. Brown 
first testified about. Exhibit 3 of Stipulated 1. 


1415 Mr. Gordon. This is from Robert J. Newman to 
Mr. Marc Goldnamer, Homer Building, Washington, 
D. C., October 19, 1936: [reading from Defendant Kauf¬ 
mann’s Exhibit No. 11]: 
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“In accordance with Uncle Ed’s telephone call this morn¬ 
ing, I am enclosing herewith check of The Elm Corpor¬ 
ation in £he amonnt of $15,000.00 payable to General 
Associates. 

“I understand $10,000.00 of this check is a loan and 
$5,000.00 will be an investment in some of the new jewelry 
stores. I will appreciate it if you will give me the details 
so that I can set up our records accordingly just how much 
of the $5,000 is going to each individual store. 

“I assume that you will send me a note of General Asso¬ 
ciates for the $10,000.00. I will appreciate hearing from you 
about this as soon as possible. 

“I hope that you and Helen are well and that everything 
is going nicely with you. I have been so extremely busy”— 

I will skip that part. 

And Mr. Goldnamer replied to Mr. Newman October 21, 
1936. | 

By Mr. Gordon: 

Q. Let me ask Mr. Kaufmann something at this point: 
In the financing of these stores am I correct in understand¬ 
ing that you were doing two things: you were collecting 
subscriptions for stock in the stores, and you were also 
trying to collect funds for General Associates that they 
could loan to employees to buy stock; is that right? 
1416 A. That’s right. 

Mr. Gordon. Excuse a leading question, Mr. Levin. 
There is no doubt about it. I want to get the point in at 
this point. 

Here is Mr. Goldnamer writes to Mr. Newman, October 
21, 1936: [reading from Defendant Kaufmann’s Exhibit 
No. 12] 

“Dear Bob: 

“This will acknowledge receipt of check for $15,000. 
$13,125.00 is the amount of stock alloted to E. M. R. This 
will be represented by 

125 Shares of 6% Preferred 
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625 Shares of $1.00 Common 

“Deducting the Stock subscription of $13,125 from check 
sent leaves a balance of $1,875.00 as a loan to GeneraL Asso¬ 
ciates, Inc. for which their 6 °/o note is enclosed herewith. 

“I take it for granted that you want these stocks made 
out in the name of The Elm Corporation. If not, please 
advise by return mail 

“I cannot tell you exactly the number of shares there 
will be in each individual store, but same will be divided 
according to the size of the corporation. 

“From your letter, I take it that you misunderstood 
E. L in your telephone conversation with him. You write 
that you understand that $10,000 is to be loaned General 
Associates, Inc. and the other $5,000 is for an investment 
in the new stores. If the investment in the new stores above 
mentioned is more than E. M. R. wants to take, then please 
advise us as soon as possible and we will make the stock 
allotment smaller and send you an additional note 
1417 for the difference. I do not know of E. M. R.’s or 
The Elm Corporation’s financial position, but I am 
passing the thought on to you that the $1,875 loaned Gen¬ 
eral Associates is practically no loan at all as they need 
a minimum of $125,000 in order to function properly. E. L 
and I have loaned General Associates, Inc. $75,000 between 
us and if it is at all possible, we would like very much for 
E. M. R. or The Elm Corporation to advance more money. 

“I feel sure that all the money loaned is a good 6% in¬ 
vestment and furthermore, we should not be over a year 
in paying back the money loaned by General Associates, 
Inc.’s stockholders. 

“This letter is being written in E. I.’s absence but he 
will be back tomorrow; and if this is not in accord with his 
understanding and wishes, he will write you immediately. 

“In the meantime, I will thank you to answer this letter 
at your earliest convenience.” , j 

Then it closes with a personal regards. 
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Then Mr. Newman wrote to Mr. Goldnamer two days 
later, October 23, 1936: [Defendant Kaufmann’s Exhibit 
No. 13] 

* 4 Dear Marc: 

“I have yonr letter of the 21st in which you explain to 
me the distribution of the $15,000.00 check which I mailed 
you from The Elm Corporation on October 19. I note the 
changes as against what I had in mind. It maybe that I 
did misunderstand E. I. K. but I am of the opinion 
1418 that what I wrote you in my letter was precisely 
what he told me over the phone. 

“The financial condition of The Elm Corporation and of 
E. M. R. personally does not permit of any further loan to 
General Associates at this time because as I explained to 
Uncle Ed the $15,000.00 which I sent brought my bank 
balance down to about $2,000.00. 

“I would like the stocks issued in the name of The Elm 
Corporation and would appreciate it if you would give me 
a breakdown showing how the $13,125.00 is divided among 
the variojus stocks when you send them to me. I will want 
this information, of course, for our future records.’’ 

Then he adds another paragraph in which he says if 
there are any more stocks available he would like to get 
some for himself as he has some money of his own to invest. 

Mr. Bayre Levin. Well, just a moment. 

Mr. Gordon. I had better read that. 

Mr. B^yre Levin. Yes. 

Mr. Gordon (reading): 

“If any more of the stocks are available, I would like 
to get s<fme myself as I have around $5,000.00 or $6,000.00 
which I Would like to invest. However, I would rather not 
take this out of The Elm Corporation’s share. If there 
is any possibility of working this out, I will appreciate your 
letting me know and I will also thank you for the break¬ 
down as requested above when you send the stock cer¬ 
tificates. 

I .. 

1 

l 


i 


* 
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“I hope that you and Helen are well and with best 
regards, 

“ Sincerely,’’ 


1420 [Defendant Kanfmann’s Exhibit No. 14 Received] 
[Defendant Kanfmann’s Exhibit No. 15 Received] 
[Defendant Kaufmann’s Exhibit No. 16 Received] 


1421 Mr. Gordon. This is to Robert Newman from M. 

S. Goldnamer. [Referring to Defendant Kaufmann’s 
Exhibit No. 14] It is dated June 3,1938: 

“ June 3, 1938 

1 ‘Mr. Robert Newman 

c/o Finsterwald Furniture Co. 

219 Michigan Avenue 
Detroit, Michigan. 

i 

Dear Bob: 

Please send immediately check made payable to M. S. 
Goldnamer, Agent, for $4,955 for the purchase of the fol¬ 
lowing common stocks: 

10 Shares Kay York—$1,000 
21 Shares Whalen Evansville—$2,100 
15 Shares Kay Woonsocket—$1,500 
5 Shares Kay Boston—$355. 

Today is the first time I have had in which to discuss 
these stocks with Edwin, and as I am very late in request¬ 
ing your check, I shall appreciate your sending it to me 
immediately. 

Edwin said something about your wishing to buy some 
Boston preferred at $90 per share. This is to advise you 
that General Associates has taken this stock and it has been 
put in their name. If, in the near future, you would like 
for the Elm Corporation to own a part of the seventy-one 









I 
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shares that is in General Associates, write me and we shall 
be glad to Sell yon part of it. 

With my best to yon and all the dear ones in Detroit, I 
am, i 

Sincerely yonrs, 

M. S. Goldxamer’ ’ 

1422 Then Mr. Newman writes to Mr. Goldnamer the 
next day, Jhne 4, 1938 [Defendant Kanfmann’s Ex¬ 
hibit No. 15], as follows: 

» 

“June 4, 1938 

t 

“Mr. Marc Goldnamer 
Homer Bttalding 

Washington, D. C. 

/ 

Dear Marc: 

I am hastening to reply to yonr letter of Jnne 3 in ac¬ 
cordance iwith which I am enclosing herewith check of the 
Elm Corporation in the amonnt of $4,955 for purchase of 


the following stocks: 

10 shares of Kay Jewelry Co. York $1,000 

21 shares Whalen Evansville 2,100 

15 shares Kay Woonsocket 1,500 

5 shares Kay Boston 355 


Will you kindly see that the stock are registered in the 
name of the Elm Corporation and forwarded to me as soon 
as possible. I would also like to know in the case of the 
the three' new companies just what the capitalization is so I 
will have a picture of what percentage we hold. I, of course, 
don’t need this information as far as Boston is concerned. 

I also; received a form letter from Cecil offering us 69 
shares Class B stock of the Kay Company of Pennsylvania 
and I am enclosing herewith check payable to that com¬ 
pany in the amount of $69 for that stock together with sub¬ 
scription form which I have signed. Is this the same com¬ 
pany as the Kay of York? Will you please let me 
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1423 know about this and if it is a different company, tell 
me what it is and also what the capital set-up of that 

company is. 

Now regarding the Boston Preferred, I will get in touch 
with you about this the early part of next week. Thanks 
for calling this to my attention. 

Glad to tell you that we are all well and with kindest 
regard to you and Helen, I am, 

Sincerely yours, 

Bob.” 

Mr. Goldnamer replies on June 9,1938 [Defendant Kauf- 
m aim’s Exhibit No. 16], as follows: 

“June 9,1938 

“Mr. Robert Newman 
c/o The Elm Corporation 
219 Michigan Avenue 
Detroit, Michigan. 

Dear Bob: 

This will acknowledge receipt of your check for the Elm 
Corporation’s stock in Kay York, Whalen Evansbille, Kay 
Woonsocket, and Kay Boston. These stocks will be regis¬ 
tered in the name of the Elm Corporation and forwarded 
to you in the next week or ten days. 

Capitalization of Kay York is $30,000, all common; 
Whalen Evansville and Kay Woonsocket $40,000 each, all 
common. 

The purchase of 69 shares of stock in the Kay Company 
of Pennsylvania has nothing to do with York. The Kay 
Jewelry Company of Allentown went under some years 
ago, and General Associates took them over, thereby wiping 
out the stockholders. However, in the past few 

1424 years this company has got on its feet again, and a 
new company was formed. General Associates de¬ 
cided to distribute the common stock among the original 
stockholders in the Kay Jewelry Company of Allentown, 
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General Associates having received money that they paid 
ont to take over the original company. 

I trust this gives you all the information you requested, 
and with my best to you and all your dear ones, I am, 

Sincerely yours, 

i 

M. S. Goldnameb.” 

Mr. Gordon. I think following what we did yesterday we 
might consider these paragraphs relating to Allentown are 
not in the case, but leave them in for what they are worth. 
I am not relying upon them for any purpose. 

Mr. Bayre Levin. They don’t support any claim for 
stock as a result of reorganization. 

• ••••••••• 

1425 Mr. Gordon. • * • 

Now there are two others I will put in that go to¬ 
gether, the letter of August 2, 1938 from Mrs. Mullins to 
Mr. Robert Newman, and the letter of August 4,1938, from 
Robert Newman to Miss Hilda K. Mullins, with reference 
to the Kay Store of Greensboro, North Carolina. 

Unless you want me to I won’t read these. The first let¬ 
ter is simply a letter to Mr. Newman describing the stock 
allotted to him, and the reply is simply he has sent his check 
for them. 

Mr. Bayre Levin. That is all right. 

• • ■ • • • • • • • • 

[Defendant Kaufmann’s Exhibit No. 17 Received] 
[Defendant Kaufmann’s Exhibit No. 18 Received] 

1426 [Defendant Kaufmann’s Exhibit No. 19 Received] 
[Defendant Kaufmann’s Exhibit No. 20 Received] 
[Defendant Kaufmann’s Exhibit No. 21 Received] 


i 

I 

i 
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1426 Mr. Gordon. The letter of October 21, 1938, Mr. 
Newman writes Mr. Goldnamer as follows [reading 

Defendant Kaufmann’s Exhibit No. 19]: | 

“October 21, 1938 

“Mr. Marc Goldnamer 
Homer Bnilding 
Washington, D. C. 

Dear Marc: 

I am in the midst of trying to figure out some financing 
of some of my problems between now and the end of the 
year and in this connection I wish to ask you a question. 

The Elm Corporation holds an $18,000 note of the 

1427 E. M. Rosenthal Jewelry Company and one in the 
amount of $22,200 of General Associates. Both these 

notes which were issued in payment of dividends are dne 
on December 15 next. 

I know it may be a little early but I am wondering if 
these notes will be paid at that time. I certainly hope so 
because I am counting on payment of them. 

I will appreciate your letting me know at your con¬ 
venience. 

I haven*t heard from you for a long time and I hope that 
everything is fine with you and Helen and that you are both 
well. When you write me, let me know how business looks 
to you for the next several months. Things are a little 
better here and people are quite optimistic over the imme¬ 
diate outlook. 

With best personal regards, I am 

Sincerely yours, 


! 


Bob.” 



r 
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Mr. Goldnamer replies to Mr. Newman October 29,1938, 
as follow^ [reading Defendant Kanfmann’s Exhibit No. 
20 ]: 

f “October 29, 1938 

“Mr. Robert Newman 
Finsterwald Furniture Co. 

219 Michigan Avenue 
Detroit, Michigan. 

Dear Bob: 

Please,pardon me for not answering your letter of Oc¬ 
tober 21st before this time. I was out of the city for 
three days, and today is the first opportunity I 
1428 halve had to dictate any mail. 

1 do not know how to answer you at this writing 
regarding the $40,000 worth of notes that the Elm Corpora¬ 
tion holds. Neither the E. M. Rosenthal Company nor Gen¬ 
eral Associates, Inc., is in a position to lay out any money 
this year. 

The fact that General Associates has $101,500 in store 
notes and has lent managers and employees a considerable 
amount precludes any possibility of there being very much 
cash in this company. The Rosenthal Company has about 
all it can do to stay out of banks and discount all its pur¬ 
chases between now and January. 

We may decide, however, to have either or both of these 
companies borrow some money from the bank in December 
and pay it back early next year. If you will write me about 
the first of December, I believe we shall be in a position at 
that time to tell you what we can do. 

If the Elm Corporation is hard pressed for funds, I might 
be able to discount one or both of these notes for you at a 
local bank. Local banks, however, still persist in receiving 
6 per cent on their loans, and I hesitate to suggest this pro¬ 
cedure to you unless you are very hard pressed for money. 

} 
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Kindest regards to yon and yonr dear ones, in which 
Helen joins me. 

Sincerely yours, 

(Signed by M. S. G.) ” | 

- | 

1429 Then on December 1,1938, Mr. Newman writes Mr. 

Goldnam^r again as follows [reading Defendant 
Kaufmann’s Exhibit No. 21]: 

“December 1,1938 

“Mr. Marc Goldnamer 
Homer Building 
Washington, D. C. 

Dear Marc: 

I understand that you have been in Florida but Mother 
mentioned in a letter the other day that you were leaving 
about now so I imagine you will be in Washington when 
this letter arrives. 

I have before me vour letter of October 29 regarding 
the $18,000 note of the Rosenthal Jewelry Company and 
the $22,200 note of General Associates which are held by 
the Elm Corporation and which are due on December 15. 

You suggested in your letter that I again write you about 
now to find out if these notes will be paid and that is the 
purpose of this letter. I hope you will let me hear from 
you so that I will be able to plan accordingly as I will be 
extremely hard pressed if this money is not available. 

I hope you had a swell trip in Florida and that you are 
feeling fine. 

With best regards to Helen and yourself, I am, as ever 

Sincerely yours, 

* 

. 

Bob Newman” 

• • • • • • • • • • • I 

^ , '■* , ^ _ __ _ 

1430 Q. Mr. Newman was President of the Elm Cor- j 

poration, was he not, Mr. Kaufmann 1 A. I think so. I 





1431 [Defendant Kaufmann’s Exhibits Nos. 22, 23, 24 
and 25 received] 

« • j • • • • • • • • 

1432 Mr. Gordon. The letter of Jnne 28, 1939 [Defen¬ 
dant Kaufmann’s Exhibit No. 22], is a letter to Rob¬ 
ert Newman by Mr. Kanfmann, signed “Uncle Ed” and 
reads as follows: 

j “Jnne 28,1939 

“Mr. Robert Newman 
219 Michigan Avenne 
Detroit, Michigan. 

Dear Bob 

Although yon have advised me that the Elm Corporation 
has no funds to make any future investments, I think it is 
best that I call your attention to our future policy in open¬ 
ing new stores. 

We propose in the future wherever new stores are opened 
to give al^ the younger men in the organization an oppor¬ 
tunity to subscribe to the stock issue of any new stores. 
Marc declared himself sometime ago that he did not want 
any further interests for himself and I now am taking the 
same position. In other words, we think it is best that the 
stock be divided between management and among those 
men who inake contribution to the entire group as a whole. 

Since Eddie Jr., will become active in the business di¬ 
rectly, h^ should be considered as one of the producing 
group and it shall be his right to participate in any new 
ventures.. 

We in the other group, who own the E. M. R. Company, 
benefit by the increased purchases of the newer stores. 

Since General Associates has been abandoned we 

1433 haye no consolidated method of lending to the 
yopnger men. At the present time we have owing 

to us approximately $80,000, which is the balance of 
$155,439.13 owed us on June 30, 1938. We have sustained 
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no loss in lending money to the younger men and have j 
earned 6 per cent interest 

We all feel that to cease lending the men money, we are 
doing something, which in our judgment, is not sound. 
Therefore will you be good enough to let us have your 
opinion as to how to proceed for ‘arranging for a fund of 
not less than $100,000, and preferably $150,000. In this 
regard Marc suggested that since this money would not be 
needed all at one time, it should be subject to call, in the 
ratio of the individual stockholders of the E. M. R. 
Company. 

Both Marc and I would like to exchange views with you * | 
regarding this. A similar letter is being sent to Lester and 
Sol Kaufmann. 

With warm regards, I am, 

Yours sincerely, 

Uncle Ed .’ 9 \ 

By Mr. Gordon: 

Q. Now you say at the opening of this letter— 

Mr. Bayre Levin, (interposing) What is the date! 

Mr. Gordon. June 28,1939. 

i 

By Mr. Gordon: 

Q. You say “Bear Bob: Although you have advised me 
that the Elm Corporation has no funds to make any 
1434 future investments, I think it is best that I call your 
attention to our future policy in opening new stores.” 

Now had he in fact told you the Elm Corporation had no 
funds to make that investment! A. Apparently he did. 

Mr. Bayre Levin. What is your answer! 

The Witness. Apparently he did. 

By Mr. Gordon: 

Q. You have no independent recollection! A. I can’t 
remember what prompted that particular thing, but I am 
sure he did or I would not have written him so. 


i 
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Q. The reference to Eddie, Jr. becoming active. Who 
do yon mean by that? A. The son of E. M. Rosenthal. 

Q. I notice then this is June, 1939, so he became active 
in the business then? A. I think he was already employed 
in Washington. 

Q. And !is he the same one that later became manager of 
the Jacksonville Store? A. Yes, sir. 

Q. Yon:say “Marc declared himself some time ago that 
he did not want any further interest for himself, and I am 
now taking the same position.” 

Do you have any recollection of showing this letter to 
Mr. G-oldnamer? A. Those letters were all shown to him 
and discujssed with him. I would not use his name in that 
manner if I had not. 

! I 

1435 jSIr. Gordon. I will now read the reply of Mr. 

Newman dated July 1,1939 [Defendant Kanfmann’s 
Exhibit S’o. 23]: 

; “July 1, 1939 

“Mr. E. i. Kaufmann 
Homer Building 
Washington, D. C. 

Dear Uncle Ed: 

I am in receipt of your letter of June 28 in which you 
discuss with me the future policy regarding the opening of 
new jewelry stores. 

I certainly approve of your idea of aiding so far as pos¬ 
sible the younger men and am particularly pleased that you 
are including Eddie, Jr. in your plans. 

So far as the Elm Corporation is concerned, I believe you 
are slightly misinformed regarding our situation. I meant 
to give you the impression when we discussed this matter 
that due to the nature of the Elm Corporation it will not 
always have funds to invest in new stores but from time to 
time it may be in a position to make new investments as 
stores are opened and for that reason we would deem it 
most desirable from our point of view if we would be given 
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an opportunity either to make an investment or to decline 
to do so whenever a new store is to be opened. Under these 
circumstances, however, I can’t see how it would be pos¬ 
sible for the Elm Corporation to be in a position to he 
called upon to advance money at 6 per cent to be loaned 
to the younger men. 

It also occurs to me that it might make everybody 

1436 in the picture feel better and at the same time to be 

a sound policy to hold a Board meeting of the Rosen- j 
thal Jewelry Company whenever a new store is to be 
opened, the Board to approve of the opening, location and j 
also to work out some set-up for the distribution of the 
stock in each institution. 

I have attempted in this letter to give you my reactions j 
as you suggested that you would like to have my opinion j 
and I should be very happy, indeed, to hear from you fur- j 
ther. I hope that you and all are well and with love to Aunt ! 
Lillian and yourself, I am, 

Sincerely yours, 

Bob.” ! 

i 

i 

By Mr. Gordon: 

Q. Now that was dated July 1, 1939, and the next letter 
is written by Mr. Kaufmann to Mr. Newman July 8, 1939. j 
It is written from Poland, Maine. j 

Mr. Kaufmann, do you remember the letter at Poland, 
Maine? A. Yes, sir. 

Q. What were you doing at Poland, Maine? A. My chil¬ 
dren were in a camp and my wife and I were at the hotel. 

Q. Did you have advice of counsel about this? A. No, 
sir. 

Q. It never occurred to you to consult a lawyer about j 
that? A. None of those letters. 

i 

1437 Mr. Gordon. This is a letter from Mr. Kaufmann 
to Mr. Newman dated July 8,1939, as follows [read- j 

ing Defendant Kaufmann’s Exhibit No. 24] : 
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“Poland, Maine, 

, July 8, 1939 

“Mr. Robert Newman 
Finsterwald Fnmitnre Co., 

219 Michigan Avenue, 

Detroit, Michigan. 

i 

Dear Bob ; : 

Your letter of July 1 has been forwarded to me. 

The E.: M. Rosenthal Jewelry Company has nothing to 
do with the opening of new stores, being completely a whole¬ 
sale house and confining its entire efforts to the wholesale 

i 

business. In point of fact, the stockholders are not giving 
up anything, but instead their company receives ten per 
cent of Jll purchases made by new stores, without mate¬ 
rially increasing its expenses. 

New stores are opened without any fixed formula, many 
methods (being used. The most common is that some man¬ 
ager who has done a good job in his city and who thinks 
that one of our stores has a chance in a nearby city, advises 
his supervisor to that effect. The matter of location and 
possibilities for success are then discussed and the decision 
is usually left to the supervisors with a final O. K. given 
by Cecil, Marc and myself. 

Distribution of stock is usually made in the following 
manner: 

; The manager who originally promoted the new 
1438 siore and the man who will be manager of the pro- 
■ posed store are given first consideration. The super¬ 
visors come next, particularly the supervisor of the district 
wherein the store is to be located. 

Some time ago Cecil arranged an Employees Saving Fund 
Plan, contributed to by all employees from the porters up 
to the managers. These contrbiutors are making use of 
this m^ney to invest in new stores and this group also re¬ 
ceives Consideration. The balance for final distribution, in 
my opinion, should go to the active original owners of the 
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entire business. Of this group, Mare advised that be did 
not want to make any future sizeable investments. 

The Elm Corporation, with whom we are now dealing, 
can not be viewed as anything except a holding company. 
It can not, of course, take part in the active management 
of any part of the jewelry business and can only invest 
money. In this latter regard we can not look to it for much. 
Furthermore, one can not deal with a holding company as 
one can with an individual, as evidenced by the fact when 
there was need to assess the stockholders for the first time 
in its history, E. M. R. directed us to the Elm Corporation. 

I found no fault in their unwillingness to put up their 
share and I am finding no fault now in their unwillingness 
to put up their share of the money necessary to lend to the 
younger group to make investments, although this lending 
of money is necessary now because we have dissolved Gen¬ 
eral Associates.” * 

1439 Then come two paragraphs about Reading, Penn¬ 
sylvania. Shall I read those two? 

Mr. Bayre Levin. No, I don’t think so. 

Mr. Gordon. That is something that has to do with the 
furniture business. I continue: 

“When we bought the S & N Katz Company in Washing¬ 
ton—now called the Swope Company—I wrote your Dad in 
Florida regarding it and offered him a share. In October, 
I called Eddie, Jr., to my office and offered him $7,500 worth. 
That was the last I heard of the matter. At that time the 
Swope Company was not very good, but it is my opinion 
that partners should take the good with the bad. Finally, 
I offered as much of the stock as was wanted by those in¬ 
terested, taking the balance for myself. I committed my¬ 
self to 40 per cent, even though we had a short lease on the 
property and the proposition did not look good then. 

I go on the premise that it is not fair for me to sit back 
and take investments if and when it suits me. No one has 
that right. Eddie, Jr., will be offered interest in new stores 
because he is now active in the jewelry business. 


? 
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If and when any member of the immediate families of 
the founders desires to open a store or stores, I, personally, 
will treat them as I would a member of my own family. I 
can not, holwever, subscribe to the theory that they should 
havej the right to be merely investors. 

1440 "With affectionate greetings to you and your dear 
ones, I am, 

f y 

Sincerely, 

Edmund I. Kaufmann” 

Now the next letter is his reply to- that dated July 13, 
1939, to Mjr. Kaufmann from Newman as follows: [Defen¬ 
dant Kaufmann’s Exhibit No. 25] 

I “July 13,1939 

“Mr. E. l! Kaufmann 
Summit Springs Hotel 
Poland, Maine. 

Dear Uncle Ed: 

I have your letter of July 8 and as usual was happy to 
hear from you. You didn’t mention how you were feeling 
so I take it that you are fine and are having a nice vacation. 
By the way Janet is at a camp at Harrison, Maine, and 
Louise and I are expecting to drive down to see Jier early 
next month so maybe we’ll be able to see you as well At 
least I certainly hope so. 

When I was in Washington I attempted to express to you 
and Marc the feeling that we at Detroit and, of course, 
Eddie, Jr., in Washington, are so very eager to see to it that 
the splendid relationship which has always existed between 
you and Dad will be continued between your children and 
Cecil on the one hand and us on the other hand. I would like 
to have a feeling that Joel, for example, is my partner or, 
for example, that Cecil is my partner. When I speak of 
their being my partner, I mean Louise’s partner, Maxine’s 
partner, and so on. 



i 
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1441 If, however, we in Detroit are to be treated simply 
as investors in the jewelry stores and, therefore, no 

longer given the opportunity to have an interest in new 
stores to be opened in the future it seems to me that the 
partnership feeling suggested above can not be expected. 
This, of course, would result in a very unhappy situation 
as far as we are concerned and in my opinion would not 
make for proper understanding in the future. 

I am glad that Eddie, Jr., will be offered interest in new 
stores but frankly I feel that both Maxine and Louise should 
also be given the same opportunity even though they are 
not active in the jewelry business. After all they are Dad’s 
children and in my judgment should be treated with the 
same consideration as is granted the children of all of the 
other founders of this business. It doesn’t make any differ¬ 
ence to me if the Elm Corporation is given the right to buy 
stocks or not, but I certainly feel that Maxine, Louise and 
Edie, individually, should be given the right. 

You speak of the Swope Company and of the efforts you 
made to get Dad and Eddie interested therein. Your letter 
regarding same is the first I ever heard of it. 

I was interested in learning of the usual method followed 
in the opening of new stores and in the manner in which 
stock is distributed. Naturally, I have no suggestions to 
make because I don’t feel that as yet I am qualified to have 
any intelligent opinions. In my mind, the important 

1442 thing for all of us to remember Is that the children of 
the original partners should do everything possible to 

continue the splendid partnership arrangement which has 
existed heretofore and I, therefore, feel that Maxine and 
Louise, as well as Eddie, should be treated as all of the other 
children have been and will be treated. 

Please give my love to Aunt Lillian and with best regards, 
I am, 


Sincerely yours,” 
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By Mr. Gordon: 

I 

Q. Mr. Kaufmann, you have just heard the letter read, 
[referring to Defendant Kaufmann’s Exhibit ' No. 24] 
Would you say that generally speaking that that represents 
your present position? A. Exactly. 

Q. And the position you have consistently maintained 
through all of this controversy? A. Yes, sir. 

Mr. Gclrdon. Then this reply of July 13, 1939, from Mr. 
Newman (to Mr. Kaufmann is initialed “R.J.N.”, and ac¬ 
cording to our stipulation that means Robert J. Newman. 

• ••***•#** 

1443 [Defendant Kaufmann \s Exhibit No. 26 received] 

1444 By Mr. Gordon: 

Q. Mr. Kaufmann, you have been the President [of E. M. 
Rosenthal Jewelry Company] since the beginning? A. Yes. 
Q. And you still are? A. Yes. 


Mr. Gordon, (interposing) Now Mr. E. M. Rosenthal. 
The Court. I understand E. M. Rosenthal was the Vice- 
President. Is that correct? 

Mr. Gordon. He was the Vice-President from the begin¬ 
ning down to 1939. Is that right, Mr. Levin ? 

Mr. Bayre Levin. I think it is. 

Mr. Gordon. His last election was May 8,1939. 

The Court. Let us say that, subject to check. 

I|y Mr. Gordon: 

Q. That is in accordance with your recollection about it, 
i$ it not? A. Yes, sir. 

1445 Q. And Mr. Goldnamer has been the secretary and 
treasurer from the beginning down to the last meet¬ 
ing that was held in 1944. Isnt’ that right? A. Yes, sir. 

Q. Now the directors of the E. M. Rosenthal Jewelry 
Company or E. I. Kaufmann. You had been a director from 
the beginning down to the present time. Is that right? A. 
Yes, sir. 

f 

i 
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Q. Mr. Rosenthal was a director down to his last elec¬ 
tion May 8,1939, for a year? A. Yes, sir. 

Q. And he was the director down to that time? A. Yes, 
sir. 

Q. And Mr. Robert J. Newman, my records show, was 
elected director Jnne 1, 1939? A. Yes, sir. 

• ••*•*•••• 

Q. And he has been a director ever since? A. Yes, sir. 


Q. Yon voted for him as director? A. Yes, sir. 

Q. Mr. Goldnamer has been a director from the be- 
1446 ginning down to the present? A. And still is. 

Q. Saul Kaufmann was director from the begin¬ 
ning until 1938 and then Cecil Kaufmann became a director 

v«* 

and has been director since 1938. Is that correct? A. Yes, 
sir. 

Q. And Mr. Lester K. Allman was elected June 21,1939, 
and has been a director since. Is that right? A. That is 
right. . 

Q. In this testimony the word “partner” has been used 
from time to time by you and by Mr. Goldnamer, and you 
heard Mr. Goldnamer’s testimony. 

Just tell the Court in a word what you mean when you 
talk about a person being a partner in this business. 


A. A partner was anyone who was an investor in our 
business. 

Q. Now, Mr. Kaufmann, what you have done personally 
in regard to the operation, let us say of the business of the 
retail stores, what did you do before the Rosenthal Com¬ 
pany was organized and what did you do afterwards? Just 
in your own way describe the retail end of the business as 
you had anything to do with it. 

1447 A. Well, in nearly every instance I rented the 
building which the store occupied, or if I didn’t rent 
it, I designated someone to do the job for me. 
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I selected the managers and also the stockholders. 

After I moved to Washington I traveled to the different 
cities where we had stores and as we opened them I looked 
after thep from reports. My entire duties as far as I was 
concerned related to looking after the retail jewelry stores. 

I occupied offices at 1342 G Street, Northwest, on the 
same floor as the Rosenthal Company but separated by a 
partition until 1925, when I opened up a furniture store 
for my nephew, C. D. Kaufmann, and then I had my office 
there I tjhink until 1929. 

I believe we had an advertising man who was in that office, 
a chap by the name of Joe Perling, and thereafter I at¬ 
tempted to do the advertising for the store as well as I could 
in consultation with the retail managers of the stores. 

It is very difficult for me, Mr. Gordon, to recite just what 
I did do, because I was occupied with other things, and suf¬ 
fice it to say that all of the men in the retail stores looked to 
me for Supervision, consulted me. I am speaking now to the 
point oS the Kay Associates Stores until, or up to the point 
of the itay Stores until they had their own Board. 

That has continued right along to a lesser degree because 
I was sick in 1937 and my wife passed away in 1940, and 
I became then occupied in other things that weren’t related 
to business, although my office remained where it was on 
the sec.ond floor of the Edmar Building. It was entirely 
retail. 

1448 , I believe I stated this morning I knew nothing 

about wholesale mechanics. I know nothing about 
Jewelry and I don’t to this day, so everything I did relative 
to the retail stores and Mr. Goldnamer consulting with me 
about policies of the Rosenthal Company or money matters, 
or troubles he was having with the management he could not 
iron out, and I would go to the managers, most of which I 
had loaned money to or arranged a line of credit for. 

That was prior to the General Associates and looking 
after their banking and just everything that related to the 

retail -stores. 

I 

i 

i 
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Now it is true from time to time I would discuss anything 
we had in mind with Mr. Goldnamer, Mr. Katzenberg, my 
brother, Mr. Golding, and Mr. Goldmann after he came in, 
and possibly with some of the men who did not occupy the 
position of managers in order to get their point of view on 
a particular policy. 

Q. Tell us now during the time of the depression did you 
have a great deal of work to do going around to the stores 
trying to straighten them out? A. Well, when things got 
very bad I traveled sometimes as much as three nights on 
sleepers going to different stores, maybe making one or two 
trips back to the same store for the purpose of getting rent 
adjustments. We never closed any store because I was un¬ 
able to get rent adjustments, and I just spent all my time 
trying to save the stores. 

I wasn’t in the market. I had had no stocks in the mar¬ 
ket. I was not interested in the market and I had losi no 
money in the panic except natural depreciation in 
1449 value of things I owned like my home and other 
things and my time was spent largely in traveling 
around and doing the necessary things to keep our stores 
from folding up and going out of business. 

During that particular time we paid off every dollar we 
owed in the retail stores and I can say to you with a great 
deal of comfort now that any promises I made to the land¬ 
lords I kept. I would go to him and show him our books 
and tell him what our income was and what it was possible to 
do, and possible to pay so much rent. 

Q. At any rate with a very few exceptions the stores got 
through all right? A. Every one except I think the Worth 
Jewelry Company in Toledo that occupied space in one of 
the buildings of Mr. Rosenthal. 

Q. Through this entire period were you a stockholder in 
all of the retail stores? A. Yes, sir. 

Q. And were you an officer and director of every one? A. 
Yes, sir. 

Q. Now, in the present building where you have the offices 
of the E. M. Rosenthal Company, they are on one floor and 
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the Kay Associates on another floor from them. Hasn’t 
there always been a distinction between the offices of the 
wholesale company and the central offices of the retail com¬ 
pany! A. Yes. When we were in the Homer Building my 
office was on a separate part. It did not open into 
1450 the Rosenthal Company’s part. Mr. Goldnamer’s 
office did open into Rosenthal Company’s offices, but 
mine didn’t. Mine was separate and apart. 

Q. Mr. Kaufmann, I will show you a letter which you 
wrote in 1^24 on the letterhead of the Kay Jewelry Stores 
Company. 


Q. Mr. Kaufmann, this seems to be a letter you wrote 
to Mr. Art Katzenberg May 23, 1924. Tell us who Mr. 
Katzenberg is. A. Mr. Katzenberg is a partner. He is 
now located in Boston and formerly located in Springfield. 
He is here. 

Mr. Gotdon. Stand up, Mr. Katzenberg. Are you here? 
The Witness. That is Mr. Katzenberg (indicating Mr. 
Katzenberg). 

By Mr. Gordon: 

Q. How long has he been with the organization, do you 
remember? Was he one of the early members? A. Yes, 
sir. 

Q. He never had any stock in the E. M. Rosenthal Jewelry 
Company, did he? A. No. 

Q. Now this letterhead has on it “Kay Jewelry 
1451 Stores Co.” Was there ever any corporation called 
the Kay Jewelry Stores Co.? A. No, sir. 

Q. And that was the letterhead you used at that time ? A. 
Yes, sir. 

Mr. Gordon. We offer this in evidence as Defendant 
Kaufmann’s Exhibit No. 27. 

The Court. Not for the contents of the letter, but the let¬ 
terhead. 


i 
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Mr. Gordon. Well, I might read the contents too. It is 
jnst a letter of congratulations to Mr. Katzenberg to show 
how things work: 

“Kay Jewelry Stores Co. 

1342 G Street, N. W., 

Washington, D. C. 

May 23, 1924 

“Mr. Art. Katzenberg, 
c/o Kay Jewelry Company, 

449 Main Street, 

Springfield, Massachusetts. 

Dear Art: ! 

I 

I want to be among the first to congratulate you upon j 
your advancement. 

You well deserve this promotion, and those who are and 
who have been interested in you for years, probably feel as j 
good about your going to Boston as you do yourself. 

I am quite sure that Boston under your management will j 
become one of the large factors in the chain, and some day, ! 

who knows, you may be called upon to do still greater 
1452 things. 

It was particularly gratifying on account of the | 
confidence Albert has in you, and the many nice things he 
spoke in your behalf. 

With kind regards to you and Stella, I am, 

Yours sincerely, 

Ed.” ! 

- _ 

* • • • • * • • • • i 

[Defendant Kaufmann’s Exhibit No. 27 Received] 


By Mr. Gordon: 

Q. 'Who was Albert ? A. Albert Levi. 

Q. What particular reason would there be for connecting 
Albert Levi in stores in Boston and Springfield? A. Arthur 
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Levi was in New England. I think he rented the Spring- 
field Store,; and Katzenherg and a man named Wile were co¬ 
managers 9 riginally, both having shares in the company. 

Q. I think it has already been testified in the case Mr. Levi 
was not an employee of the E. M. Rosenthal Jewelry 

1453 Company. A. That is right. 

Qi He was not? A. That is right. 

Q. He was one of the original five stockholderss? A. Yes, 
sir. j 

♦ . ! . 

f 

j 

Mr. Bayre Levin. He was a director. 

The Witness. Yes. 

I 

By Mr. Gordon: 

Q. And Mr. Levi is now dead, Mr. Kanfmann. A. He 
died in May, 1930. 

Q. While we are on the subject of letterheads here are a 
lot of them “Kay Jewelry Stores Coast to Coast.” You have 
seen that: letterhead before, have you not? A. Yes, sir. 

Q. And was the letterhead “Kay Jewelry Stores Coast to 
Coast” frequently used? A. Yes, sir. 

Q. It says Kay Jewelry Stores Coast to Coast, the Execu¬ 
tive Ofiicers Homer Building, Washington, D. C. Was there 
ever any corporation called Kay Jewelry Stores? A. No, 
sir. 

1454 Q. You heard Mr. Goldnamer’s testimony to the 
effect that the 10 per cent profit was to be part a 

profit and part in return for supervision. A. Well, he 
changed it from 10 per cent profit to 10 per cent charge. It 
was a 10 per cent charge, and from that 10 per cent charge 
the Rosenthal Company was to pay its own expenses. There 
is a difference between a profit and charge. 

The Qourt. That has been figured all the way through as 
a service charge. 

Mr. Gordon. That is right, as a service charge. 

; 

, i 
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By Mr. Gordon: 

I 

Q. What I wanted to ask yon was whether there was ever j 
any idea the Rosenthal Company as such as to fnmish j 
supervision for that charge? A. No, sir. 

Q. Then to the extent Mr. Goldnamer may have indicated 
to the contrary, would you say he was mistaken? A. Well, 

I think he is either mistaken or confused. 


1455 By Mr. Rover: I 

Q. Mr. Kaufmann, what do you mean by the Rosenthal j 
Company as such was not to furnish any supervision or ser¬ 
vice, which ever you call it? f 


The Witness. Everyone connected with the Rosenthal 
Company, Mr. Gqldnamer is correct in saying that besides j 
myself and Mr. Baker who was the bookkeeper, Mrs. Mullins! 
who was secretary, and the colored boy who was the porter 
—Mr. Goldnamer has complete charge of everything relat¬ 
ing to the wholesale Jewelry business. He was paid a salary 
of $150 a week. If I wanted to send Mr. Goldnamer out to! 
get his judgment on the manner in which a particular retailj 
store is being run, I would feel at liberty to do so. I don’t 
say predicated on the fact he drew a salary from the! 
1456 Kay Jewelry Company of Washington, which also 
was $7,800 from the time the Rosenthal Company wa^ 
organized, which was $7,500 greater than what I drew. 

I suggested that to Mr. Goldnamer that he draw that 
salary, so if you will carry back, it is very difficult to actually 
explain to anyone unless they were there or part of the 
business what Mr. Goldnamer did or what I did. It is hard 
even at this particular time for me to state it as I can’t say 
exactly because it is some 20-odd years ago. 

Mr. Goldnamer was not accepted, in spite of what he 
thought, was not accepted by the men who were then runr 
ning the Kay Stores. It was very difficult for me to get 
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them to agr^e to buy from the wholesale house. Mr. Gold¬ 
namer was dne of the managers. 

If I may divert for a moment, I should like to tell you that 
it has always been my custom in any association I have with 
any man is to first build him up and let him see that his op¬ 
portunities hre greater than they have ever been before. I 
think I did that to a larger extent for Mr. Goldnamer than 
any other person in the organization, including my brothers, 
and for the i longest time I prevailed upon the managers to 
accept Mr.; Goldnamer and to accept the things he pur¬ 
chased. 

In other words, Mr. Goldnamer knew what sold in Wash¬ 
ington stores and Mr. Katzenberg at his end knew what sold 
in Boston. Mr. Goldnamer in Washington might very easily 
sell diamonds of off-color, which is no disgrace. Mr. Katz¬ 
enberg preferred diamonds, we will say, that were 
1457 without flaws. Mr. Goldnamer would buy the dia¬ 
monds and very often they would want to reject them. 
That was t<rue of many other things. 

I know it is very difficult to mention the number of times, 
but for instance, Mr. Goldnamer bought watches from one 
particular jfirm. Bear in mind I know nothing about watches 
and I am fully cognizant of this fact that men who run a 
business and who have had traveling men calling upon them 
every month, every two months or every six months, are 
those same men that would go to New York and meet whole¬ 
salers and were entertained, it was very difficult for them 
to give up that. I don’t mean there was anything wrong 
about a n^an being entertained by a traveling man. It was 
very difficult and I recognized it. 

To get back to the thing, the main complaint about, for in¬ 
stance, one of the men, I don’t want to mention names, took 
a watch Mr. Goldnamer had bought and 10 per cent added 
to it, he took that watch or watches and sent them to Mr. 
Goldnamer and said he could buy them at a dollar less. I 
don’t remember the amount, and Mr. Goldnamer said that 
is “Just somebody trying to bait you.” 


♦ 

» 
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I think one time one of the men sent a paper of diamonds 
to one of the other stores they had gotten from the Rosen- i 
that Company and it was returned with the idea they could | 
buy them for less than Mr. Goldnamer could purchase them, 
and it was not the type of merchandise that could be used, 
and it was returned. 

Now knowing about the jewelry business, and assum- 

1458 ing I could have full confidence and faith in Mr. Gold- j 
namer to such extent I rejected every one who came 

to me with the idea this thing .was not running as it should 
run, or to their mutual advantage, I should say. So much 
so, and I think you will find a letter to this effect, that Mr. j 
Goldnamer made a trip to Detroit where he visited Mr. j 
Eosenthal and he reported back to me the conversation he j 
had with Mr. Rosenthal. Mr. Rosenthal said that he thought 
possibly we ought to abandon or give up the idea of hav¬ 
ing a wholesale house, which I declined to do, and I wrote j 
Mr. Rosenthal and told him time would prove whether I was j 
right or not. 

So, it is a very difficult thing at this particular moment or j 
rather during that period for me to clearly define what Mr. j 
Goldnamer did for the retail stores that would give you a ! 
fair idea. That would be nearly impossible. I would as¬ 
sume when the statements came in from time to time from j 
the time I was in there, they were available to Mr. Gold- j 
namer and he probably got his own copy, and I may have 
discussed with him at length everything relating to the 
statement or may have made suggestions as to mark-ups 
which might have been good or bad. 

It was true liatii rally that Mr. Goldnamer’s experience in j 
the retail jewelry business, winch only extended from the ! 
time he came with the wholesale house, from November 1919 
until the spring of 1923, so his entire jewelry experience was j 
what he had gained from November 1919 to the time he came j 
into the wholesale house in 1923, but all he had gained was i 
retail experience, and it is a fact I had not sold 

1459 jewelry either retail or wholesale. I doubt whether 


742 


' ! 

! 

. « 

♦ 

I 

I had sold a thousand dollars worth since I have been 
in the business, so I am unable to say exactly, but Mr. Gold- 
namer was meticulous about one thing, namely, that we must 
be a wholesale house. He was busy doing that particular 
job and certainly if the men would reject him as a whole¬ 
saler they certainly would not want him telling them how to 
run a retail store, and I had to use a good deal of diplomacy 
and tact, not to let Mr. Goldnamer know I was doing it and 
he was not accepted, and it was only through my faith and 
confidence and possibly my stubborness that it was pos¬ 
sible for things to work out. 

That was rather a long statement. I did not intend to 
make it so long. 

Q. I don’t believe that answers my question. A. Ask it 

again. 

Mr. Rover. Mr. Reporter, would you mind reading it? 

The Witness. I think I have answered it, in the answer 
I have given. 

i 

By Mr. Rover: 

Q. The ^answer you have given is the best answer you 
could? A. The answer I have given is the best answer I 
can give; yes, sir. 

Q. I just wanted to make sure you understood the ques¬ 
tion. A. I understood it. 


i _ 

1460 Q. Who supervised the stoics the first year of the 
organization of Rosenthal Jewelry Company? A. I 
would say they really supervised themselves with my assist¬ 
ance. 

Q. And during that year were you drawing a salary from 
the Rosenthal Jewelry Company? A. Yes, sir. 

Q. From any other Kay Jewelry Stores? A. No, sir. 

Q. And what did you do for that salary that first year, 
Mr. Kaufmann? A. Well that again is difficult for me to 
say. I had the idea of forming a company and made bank¬ 
ing arrangements. If it had not been for me, and I say this 


< 
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with not a trace of egotism, and I hate to make personal 
references, but I don’t think anybody conld have organized 
the Rosenthal Company and done the type of job I did. 

Q. During that year you did help supervise the stores? 
A. Yes, I traveled to the extent I could do it 

Q. And the only salary you got was from the Rosenthal 
Company? A. I got nothing from the Kay stores. 

1461 Q. Would you say when you were supervising you 
were acting as President of the Rosenthal Jewelry 

Company? A. No, sir. 

Q. What were you acting as? A. As officer in the par¬ 
ticular companies I was supervising. As stockholder. 

Q. Take the Baltimore store, for example. That I believe 
was the first store that was organized after the organization 
of the Rosenthal Jewelry Company? A. Yes, sir. 

Q. You did some work, I believe in the preliminary organ¬ 
ization of the Baltimore Store? A. As to selecting the 
shareholders, yes. 

Q. Did you have anything to do with that? A. Yes, sir. 
Q. Did you have anything to do with securing the lease ? 
A. I think so. I went with Mr. Goldnamer to an attorney. 

Q. You agree with Mr. Goldnamer that ordinarily in the 
organization of the different retail jewelry stores, corpo¬ 
rations, that you would perfect an arrangement as to the 
location of the lease before the corporation was organized? 
A. Say that again. You mean for the particular organiza¬ 
tion you are speaking of the store we are to open? 

Q. Yes. So there can be no misunderstanding 

1462 about it, prior to the formation of* the corporation 
that became Kay of Baltimore, whatever it is called, 

you would have perfected the arrangement for the site and 
the lease? A. That is right. 

Q. Then you would file the actual incorporation papers? 
A. Yes, sir. 

Q. Now when you do these things concerning the begin¬ 
ning of the Baltimore Store, before the Baltimore corpora¬ 
tion was formed, you acted in what capacity? You acted 
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for whom or wor what? A. For that particular company. 

Q. It hadinot been formed yet. A. One doesn’t form a com¬ 
pany and then look for a location. That is done a little dif¬ 
ferently. J wonld not know how to go about forming a cor¬ 
poration and then looking for a store. 

Q. Then, to put it briefly to save time, as I understand 
your position that before anything was done looking to¬ 
ward the incorporation of the successive corporation, the 
things that you did, the leases and sites and so forth were 
all done in your capacity as a trustee for the corporation 
that was tp be formed in the future? A. I don’t know what 
you mean 'by a trustee. 

Q. Well, an incorporator, we will say. A. That is right. 
I imagine we went to some local attorney and told him we 
were going to organize a Kay Jewelry Company there. I 
haven’t seen it. I don’t know why. They would have some 
names. 

1463 Q. What we call “dummies”? A. What you call 
dummies. 


i 

Q. Now, in all the successive corporations that you 
formed, anything that you did prior to the formation of the 
corporation you were doing it as a prospective incorporator 
of the company to be formed. Is that right? A. That is cor¬ 
rect, following the same formula you spoke of in Baltimore. 
We would find the location and then incorporate it. 

Q. At no time did you do anything concerning these stores 
in your capacity as President of the Rosenthal Jewelry 
Company. Is that correct? A. No, that is not correct. 

Q. Tell me what you did do as President of the Rosenthal 
Jewelry Company? A. I say when the stores were unable 
to pay tbe Rosenthal Jewelry Company or had a complaint 
against the Rosenthal Jewelry Company then I would go to 
that particular store, either telephone, write or telegraph 
and adjust the matter. I wouldn’t know whether you 
1464 would say that I was doing that in the capacity of 
being president of the Rosenthal Jewelry Company 

f 
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or not. I probably answered that a little hastily, but you 
can construe it that way if you choose. I wouldn’t know. 

In fact, I wouldn’t know, if you would ask me what I did 
twenty—the Rosenthal Jewelry Company was organized j 
in 1923. I’d hear of the—this. The time, I wouldn’t have 
known when it was organized. I just don’t try to carry and | 
clutter up my mind with a lot of—what I call a lot of ir- j 
relevancies. It wasn’t important to me. 

Q. Mr. Kaufmann, would you remember that in the year 
1938 you drew a salary from General Associates of $5,200? 

Do you have any recollection of that? A. NotatalL 

Q. Would you have any recollection of a negative char- j 
acter that during that year you didn’t draw any salary from 
the E. M. Rosenthal Jewelry Company? A. You say I did | 
not? 

Q. Did not. A. I wouldn’t know. My records would 
show that. 


1465 Q. Mr. Kaufmann, I assume it is true that you 
don’t remember offhand, say, during the period from 

’36 to ’43, inclusive, from what companies you did receive | 
salaries? You wouldn’t? A. Well, I would know, I believe; | 
I received a salary from the— 

The Court. Instead of asking the witness, if we have a 
schedule, his recollection might be incorrect even though 
he does give his answers. 

Mr. Rover. Yes. That is true, your Honor. 

The Court. And let us have it correct. Hadn’t we better 
do that? 

Mr. Rover. Well, just a couple of questions. Mr. Gordon, 
if you will just stand by a minute, I think we can use that. 

By Mr. Rover: 

■| 

Q. Would you remember, then, Mr. Kaufmann, j 

1466 that in 1938 and ’39 and ’40 and ’41 you didn’t receive 
any salary from the E. M. Rosenthal Jewelry Com¬ 
pany? Do you remember that? A. I wouldn’t know. 


i 
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Q. Without access to the records? A. I wouldn’t know. 
My salary checks goes to my secretary, and I really 
wouldn’t know. I haven’t any idea. I haven’t the slightest 
idea. 


1467 Q. Now, Mr. Kaufmann, according to the records I 
think we are agreed are correct, for the fiscal year ’33 

—that means that that year starts July 1, ’33, ends June 30, 
1934—you received a salary from the Bosenthal Jewelry 
Company of $8,100, and I believe that you have already 
testified that you received no other salaries during that year 
from any of the other so-called Kay Stores. A. I 

1468 don’t think I testified in the—that in 1938. You 
were asking me originally, what was the original I 

should say to you that I drew fifty-two hundred dollars, a 
hundred dollars a week, from the Kay Associates stores. 

Q. In what year, Mr. Kaufmann? A. Well, I wouldn’t 
know. I am still drawing that now. I am drawing now 
$6,000 a year from the Bosenthal Company and fifty-two 
hundred from Kay Associated stores, and I don’t know. 

Q. You mean Kay Associated stores or Kay Associates, 
Incorporated? A. Incorporated. I didn’t have— 

Q. Well, when was the Kay Associates incorporated? A. 
I have no idea, sir. 

The Court. Well, that is in the record. 

Mr. Bover. Well, it was incorporated in 1936; is that cor¬ 
rect? | 

. Mr. Gordon. That is right; approximately July 1, just 
before July 1,1936, Mr. Bover. 

Mr. Bover. All right. 

By Mr. Bover: 

Q. Now, then, according to this record—let’s see if we can 
agree on this. The record indicates that you got eighty-one 
hundred dollars for the fiscal year 1933 from the Bosenthal 
Jewelry; Company. You got nothing from General Asso¬ 
ciates and nothing from Kay Associates. As a matter of 
fact, they hadn’t been formed yet. 
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Mr. Gordon. Mr. Rover, I think that first item is probably 
for only half a year. I am not absolutely sure of that, but 
I think everything else on there is all right 

The Witness. It may have been a reduction, Mr. 

1469 Gordon. You may—Mr. Goldnamer and I may have 
reduced our salaries during that particular time. I 

don’t know. 

By Mr. Rover: 

Q. Well, I am not—according to those records it’s eighty- 
one hundred dollars for whatever part of that year he’s 
paid for. Now, Mr. Kaufmann, during that year did you 
help to supervise some of the stores? A. What year was 
that, sir? 

Q. The fiscal year 1933. A. Well, those were my busy 
years, I should say. 

Q. Yes. You did a good deal of supervising of the stores? 
A. Completely. 

Q. And this salary that was paid you was paid partly for 
supervising the stores, was it not? A. No, sir. 

Q. You were not paid a salary by any of the stores for 
supervising? A. Well, I have always had peculiar notions 
about salaries. My traveling around for a good many years, 
the stores I collected—I collected nothing from the stores, 
and I paid my own traveling expenses. Later on my secre¬ 
tary complained, said, “Why, you are spending this money. 
You ought to charge it to the companies,” which I think was 
done, and then I drew a salary of a hundred dollars a week. 
Q. From what? A. From the Kay Associated stores. 

Q. When did.that start? A. I have no idea. My records 
would show all of that. 

Q. All right. Let us go to the fiscal year 1934. Ac- 

1470 cording to the record you received a salary as presi¬ 
dent of E. M. Rosenthal Jewelry Company of $10,300. 

You didn’t receive any salary from General Associates or 
Kay Associates. Did you receive any salaries from any of 
the Kay stores in the fiscal year ’34? A. I have never re¬ 
ceived a salary from any individual Kay stores any place. 


« 
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1 Q. At no time ? A. To the best of my recollection, at no 
time, although you can—my records are there, and Mrs. 
Hutton, my secretary, will give you the information, but 
to my be§t recollection I don’t ever remember being on the 
pay roll of any Elay Jewelry Company store, even including 
the one my brother and I originally opened in Heading; I 
drew no salary from that. 

Q. You would deny, would you, that in the year 1943 you 
received i$2,000 from Kay Jewelry Company of Baltimore? 
A. Not as a salary; I think as a bonus, possibly. 

Q. As a bonus? A. Probably so, but not as a salary. 

Q. And that the same year you received twenty-nine hun¬ 
dred dollars from Kay, Lancaster? A. Well, I wouldn’t 
know. My records will show. I am not denying it and I am 
not affirming it; I just don’t know. I can’t say. 

Q. You just said that you didn’t receive any salary any 
time from any Kay stores. A. Well, would you call a bonus 
a salary? If I did, I erred. I mean a continuous salary 
like one;would receive from any place of employment, like a 
thousand a year or five thousand a year or a hun- 
1471 dred dollars a week or $10 a week. That is what I had 
inference to, not to bonuses, and if you wish to—if 
it’s your—if it’s your idea that that is construed as salary, 
I am no»t opposing it. I am— 

Q. No; I am just looking for facts. A. I am ready to give 
it to you. 

Q. In other words, you did receive some compensation 
from some Kay stores ? A. I think in the last three or four 
years I! did receive certain bonuses from certain stores. 

Q. All right. I just want to keep the record clear. A. 
Yes. f 

• ••••••••• 

Q. For the fiscal year ending June 30,1935, you received 
$10,300 salary as president of the E. M. Rosenthal Jewelry 
Company. Now, would you say that part of that salary was 
to pay you for supervising the stores? A. No. That’s—cer¬ 
tainly not. 

» 
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Q. Well, what was it for? A. Well, Mr. Rover, it 

1472 would be extremely difficult for me to tell of the num¬ 
ber of things in the different ways I earned that 

salary. You speak of that—you will excuse me; I don’t 
want to bring in any irrelevancy. You speak of that as a 
tremendous salary. 

Q. No, no; I haven’t said a word about its being tre¬ 
mendous. A. Well, I mean every time you mention it you 
have such a lovely voice and it sounds awfully big . 

Q. Well, of course, God gave me that, and I can’t help 
that. A. It sounds like a tremendous salary. Now, I 
couldn’t define just what services I rendered for that sum 
of money. I don’t know. I think, as I said before, that if it 
had not been for me there would not have been a Rosenthal 
Jewelry Company; and I say that, as I said before, without 
any egotism. I don’t know of anyone in our organization 
who could have done the same thing I did. And if you 
would ask me what particular thing I did for Rosenthal 
Jewelry Company, I don’t know. I may have had—I may 
have done a great many things. I don’t know. And I may 
have done practically nothing, in the eyes of some people. 

Q. All right. Now we will go to the fiscal year of ’36. 
You received a salary of ten thousand—I will lower my 
voice so it won’t seem too large. A. That’s all right; I 
don’t mind. 

Q. $10,200. And your answer to that, I take it would he 
the same? The same answer that you gave to the salary for 
the fiscal year ’35; is that correct? A. And every other 
year afterwards, Mr. Rover. 

1473 Q. Now we come to the fiscal year ’37. You re¬ 
ceived $7,800 from the E. M. Rosenthal Jewelry Com¬ 
pany, and you received $5,200 from Kay Associates, Inc. 
Can you differentiate between what you did for Rosenthal 
Jewelry for that salary, and Kay Associates for that 
salary? A. Same answer as before: I just can’t; it would 
be impossible. 
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Q. Who fixed these salaries, Mr. Kaufmann, as small as 
they are? A. I fixed the original salaries, and then later on 
I think Mr. Goldnamer may have come to me. Frankly, I 
don’t want to appear smart aleck, but I never bothered 
about salaries, and it is evident all the way through in no 
particular place have I been concerned about salaries; and 
if Mr. Goldnamer came to me and said, “We’re drawing 
$10,000 a year and we are doing so much business, and I 
think we: should draw five more,” or something, I believe 
that that would have been done or may have been the 
method. I may have suggested, he may have suggested, or 
Mr. Rosenthal or Mr. Levi, as Mr. Goldnamer said the other 
day, came down and said, “You fellows ought to draw more 
money.” I don’t know. It is just impossible for me to try 
to remember. 

Q. Well, I will just try to hurry along. The next two 
years we will take together, if you don’t mind: fiscal years 
’38 and ’39. Or maybe we better break that down and move 
more rapidly. 

For the fiscal year ’38, according to the records, you drew 
no salary from Rosenthal Jewelry. A. I didn’t? 

Q. No, sir, you didn’t. You drew twenty-five hundred 
from General Associates and twenty-seven hundred 
1474 from Kay Associates. In other words, altogether 
fifty-two hundred dollars. And the next year you 
drew twenty-seven hundred from General Associates, 
twenty-five hundred dollars from Kay Associates, and noth¬ 
ing from Rosenthal Jewelry Company. 


Q. If you will observe there, Mr. Kaufmann, if you have 
the place, that your total salaries for the fiscal years ’38 
and ’39 were practically the same, fifty-two hundred dollars. 
A. ’38 and ’39? 


1475 Q. Your total salary for the fiscal year ’38 was 
fifty-two hundred dollars. A. Yes. 


i 
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Q. And then yon can immediately jump over and see that 
your total salary for the fiscal year ’39 was the same sum: 
fifty-two hundred dollars. A. Yes, I see that. 

Q. You see. And the second— A. Well,— 

Q. Go ahead. A. The next year it was fifty-three, and the 
next year fifty-two; is that right? 

Q. Yes, but I want to ask you about the *38 and ’39 first. 
In ’38, and both ’39 and ’40, you will see that the salary came 
partly from General Associates and partly from Kay Asso¬ 
ciates. A. Well, I think that is best explained—I don’t so 
much about General Associates, and I never did. I mean 
that I know it was done for certain tax purposes, and cer¬ 
tain changes were made, but it just seems to me that if I 
received fifty-two hundred dollars that would be all I would 
receive from Kay Associates, and it may be that particular 
—I don’t know; it may be a matter of bookkeeping. It may 
be that someone thought it was best to be done that way for 
other reasons, tax reasons, or unassigned. I don’t know. 
But I am rather—it astonishes me that I had no salary from 
the E. M. Rosenthal Jewelry Company *38, ’39, ’40, ’41; ’42, 
twenty-five hundred dollars. 

1476 Q. Would you have any recollection, Mr. Kauf- 
mann, that there came a time when you decided that 
you would rather have your salary as president of the 
Rosenthal Jewelry Company go to your boys instead of 
yourself? A. Oh, well, now don’t—I wish you wouldn’t put 
it that way. It wasn’t that at all. My boys came into the 
business— 

Q. I understand; I wasn’t criticizing it. A. No; I know. 
I know, but I should like very much to explain it to you so 
you would know. 

Q. Surely. A. My boys came into the business after serv¬ 
ing an apprenticeship, going up to Springfield and working 
in a real estate office there, and working in the retail stores, 
and making but a very nominal amount. I never wanted to 
treat my boys—probably a little worse, for the dollars, than 
I would strange boys. So as they went along and their 
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obligations became greater, I may have said to them, ‘ * Here, 
you can draw my salary,” and divided it with them. 

Q. Yes. A. But not—it didn’t increase my salary. I just 
gave it to them, because my son married. 

Q. Yes, A. And he needed money and many other things, 
and I gave him my salary. 

Q. Would it be a fair statement, then, Mr. Kaufmann, in 
the years, if you look on your sheet, ’38 fiscal, ’39, ’40, ’41, 
that you didn’t take an salary from Rosenthal during those 
years? Your boys took it instead of yourself ? A. Yes. 

Q. Would that be a fair statement? 

1477 The Court. Well, he said he gave it to the boys, so 
he has told you, hasn’t he? 

Mr. Rover. I just wanted to make sure that we had 
that straight, that for the years 1938, ’39, ’40, and ’41, what¬ 
ever salary you felt you would be entitled to from Rosen¬ 
thal Jewelry Company, instead of taking it yourself you 
gave it to the two boys; is that correct? 

The Witness. Apparently so. From this here (indi¬ 
cating), I imagine that must be the reason. 

Mr. hfover. Yes, now, I take it that your answer for all of 
the other years that you received I withdraw that a minute. 

By Mr. Rover: 

Q. Mr. Kaufmann, to make sure we understand it, you 
said something about not knowing to much about General 
Associates. You do know, don’t you, that it was a corpora¬ 
tion, that the stock was held by the same group that owned 
Rosenthal Jewelry Company? A. Well, Mr. Rover, frankly, 
I know so little about General Associates that I wouldn’t 
even want to attempt to say yes or no to anything, because 
I would just have to look it up. I just don’t know much 
about it. I know it was formed for the purpose of taking 
over some securities that E. M. Rosenthal Jewelry Company 
had, and afterwards I know that we had a tax case about it, 
and later on it was—I got my securities and my share. But 
I do know this: I know nothing about the company; I know 
that for a long time Mr. Rosenthal and my brother Saul 
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kept on insisting that they wanted their stocks; there was j 
no reason why it should be held by anyone. And I 
1478 finally reached a point where I said, “Go ahead and 
do whatever is necessary, and let everyone get their 
share of it. ’’ I never knew the purpose of the General Asso¬ 
ciates. There are letters there that probably tell much bet¬ 
ter than I. 

Q. You knew the stockholders were the same, though, 
didn’t you? There were no outsiders in that? You knew 
that? A. No. That I am positive of. There were no out¬ 
siders to my knowledge. 

Q. Now, could you give any explanation, Mr. Kaufmann, 
why for the fiscal year ’42 you received a—I am almost 
ashamed to say this because it is so small—$2,525 from the i 
Rosenthal Jewelry Company? 


Q. Would you know why it was that you then started to | 
take a small salary from the Rosenthal Jewelry Company | 
again? A. Well, Mr. Rover, it is just impossible for me to 
try to remember. If you would have said to me that I drew 
no salary from those years, I would have probably said,! 
“Why, you are mistaken; I must have.” Now, you asked 
me what twenty-five hundred dollars represents. I don’t 
know. My—I can consult my records and get that informa¬ 
tion if it is so important, but I really don’t know. 
1479 Q. Would you know why in the next year, the fiscal. 

year ’43, you drew eight-five hundred dollars from the 
Rosenthal Jewelry Company? A. Not any more than I 
would about the others. 

Q. As I understand your answer all the way down the! 
line, from the fiscal year ’34 up until the fiscal year ’43, thaf 
you are not able to distinguish between what you did foil 
one company and what you did for the other? A. Noj 
That would be true, yes. 


1483 Q. Mr. Kaufmann, there are a couple of question^ 
I want to finish up on this salary situation. 
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As I r^memoer it your testimony was that—and you cor¬ 
rect me if I am stating it incorrectly—that in the years in 
which you did not take a salary or did not receive a salary 
from the Rosenthal Jewelry Company it was arranged that 
part of the salary would go to the two boys. Is that a fair 
statement? A. I think that would be correct. 

1484 Q. I take it you would not remember offhand just 
what salaries the boys got for the years that you 
didn’t receive a salary? A. I would not remember what 
Joel received, but I remember that Bob received $60 a week. 

Q. It is clear in your mind, Mr. Kaufmann, that $60 a 
week wa!s for the years in which you did not receive a 
salary? *A. I can’t remember that. 


Q. Undoubtedly, Mr. Kaufmann, there was an agreement 
between you and Mr. Goldnamer as to what your respective 
salaries were to be from the Rosenthal Company. A. 
Never, no. 

Q. Did you fix your salary and fix his salary? A. I think 
the original salary was fixed by me. 

Q. How much? A. $150 a week apiece at the E. M. Rosen¬ 
thal Company and Mr. Goldnamer received $150 a week 
from the Kay Jewelry Company. 

Q. Taking those two together that would make a salary 
rofughly of $15,000 apiece. A. No. 

1485 Q. You figure it up for me. A Mine was $150 a 
week. I think that was maybe $7,500 or $7,800 a year, 
and that is the only salary I received and Mr. Goldnamer 
continued drawing his salary at the Kay Jewelry Company 
of $150 a week. 

Q. And he also drew the same salary from the Rosenthal 
Company that you drew? A. Yes, sir. 

Q. In other words, both of you, in round numbers, were 
to draw about $7,500'a year? A. That is right. 

Q. Di(j that continue on down the line from 1923 up until 
now? A. No, there were certain changes made later on. I 
think I received $10,000 a year and Mr. Goldnamer received 
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$10,000 a year, and I think he received $15,000 a year and I 
received $15,000 a year. 

Mr. Gordon. If the Conrt please, this gets ns back to 
what we were doing before. These salaries are on the sched¬ 
ule and yon can put them in evidence. Unless this is to test 
Mr. Kaufmann’s recollection it is hard to see the material¬ 
ity. | 

The Court. I suppose it is to test his recollection. I can’t 
see what difference it makes whether he remembers it or 
not. 

Mr. Rover. Very well, your Honor. My next question j 
was carrying it into the schedule. 

By Mr. Rover: 

Q. Mr. Kaufmann, just one more question. 

1486 This arrangement about the boys taking your j 
salary continued right along, didn’t it? A. I don’t 
know. I would have to look at the records and refresh my 
recollection. 

Q. Do you remember whether the time ever came when 
they were getting a salary of their own, so to speak? A. I 
should think so. 

Q. Now will you look at the schedule in front of you, Mr. 
Kaufmann, take the fiscal year 1938 in which you did not re¬ 
ceive any salary from the Rosenthal Jewelry Company. 

If you go down the line, the same column, you will see 
Joel received $7,800 and Robert received $9,100 under that. 
A. Yes, sir. 

Q. They were making over $16,000 between them. That is 
your salary transposed to them? A. If I drew nothing I 
imagine that must be right. 

Q. Take the next year, 1939, you will find you received 
no salary from the Rosenthal Company and Joel received 
$7,950 and Robert $9,275. Your answer would be the same 
that was really your salary transposed to them? A. I 
should think it would apply to each year I didn’t draw 
a salary. 
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Q. The next year 1940 you did draw a salary according 
to this schedule. No, I beg your pardon. My error. • 

The next year, 1940, you didn’t draw any salary, and you 
had substantially the same situation with Joel and Robert, 
and your answer to that would he the same, that that was 
your salary really because you draw it. Is that 

1487 right? A. Yes, sir. 

♦Q. The next year, 1941, the situation is substan¬ 
tially the same and your answer would be the same, and 
going to 1942 evidently you drew $2,525; Joel was increased 
to $10,300j and Robert to $13,420. 

Could you explain your salary that year? A. I can’t ex¬ 
plain any of those salaries, Mr. Rover. It just isn’t possible 
unless I 'tfould go into a long discussion and I would have 
to talk it over. 

Q. For the fiscal year 1943 you received $8,500 and Joel’s 
salary remained the same, and Robert’s remained the same, 
and vour answer would be the same, you could not explain 
it? A. I-can’t explain any of these. 

Q. Were the boys devoting their time exclusively to the 
Rosenthal Jewelry Company? A. I would not know that, 
sir. 

Mr. Gordon. What period, Mr. Rover? 

By Mr. Rover: 

Q. Let us take 1940,1941, and 1942, just to give us some¬ 
thing to shoot at. You would not remember? A. I don’t 
remember just what they did. I know Joel worked in the 
retail company quite a long time. I don’t know how much 
time he spent in the Rosenthal Company. 

I know Bob was in the Rosenthal Company and worked 
there. Whether he did any work in the retail stores I would 
not know. 

1488 If you need an explanation, my boys, from the 
Very beginning I tried to let them make their own 

way without any real assistance from me. 

Q. You, as I understand it, fixed the salaries, however. 
A. I never fixed their salaries. 
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Q. How were they fixed, Mr. Kanfmann, would you 
know? A. I don’t know. Either by Mr. Goldnamer or by 
my nephew. 

Q. You would have the final say? A. I don’t think with 
my boys—I may have suggested something about their 
salaries. I don’t remember. It has been quite a long while 
ago. I just don’t recall whether I did or didn’t, but I am 
sure I used the same method that I would use if I had more 
boys. I would have used the same method. 

Q. As I understand it, so far as the salary checks were 
concerned to you, they went to your secretary and you 
never saw them? A. I didn’t see any of my checks, Mr. 
Rover. All of my income whatever it might be is in charge 
of my secretary and Mr. Walters, our accountant. I don’t 
suppose I see one check a month. 

Q. So your answer yesterday during the years we dis¬ 
cussed, in some years you received a salary, according to 
the books, from Elay Associates, sometimes from Rosen¬ 
thal and sometimes General Associates, but you have no 
recollection of the checks being the checks of those par¬ 
ticular companies at the time the salaries were paid? 
1489 A. I would not know, but I know I could find out for 
you. 

Q. The records seem to indicate we are all agreed on 
that. 

When your income tax return was filled out, you would 
not examine it? A. I have never done anything with the 
income tax report except sign it. 


Q. As I understood your testimony yesterday, Mr. Kauf- 
mann, you regarded the work that you were doing, for ex¬ 
ample, traveling and securing leases and probably buying 
out businesses occasionally when you took over a going 
concern, you were doing all that work not as President of 
the Rosenthal Jewelry Company, but in some sort of ca¬ 
pacity for the stores as they were being formed. Is that 
correct? A. I really could not answer. I would not know. 
I never bought out any store. 
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Q. Let us take that out of the picture. Let us take travel¬ 
ing and procuring sites and procuring leases. A. That was 
done for that particular store before it was opened, of 
course. 

I made two leases in Boston. I go there, make the lease 
and try to forget it, turn it over to some attorney to work 
out the details. 

1490 Q. I got the impression from your testimony yes¬ 
terday, practically all of the work you were doing 

during these years, take from 1923 on, from the time of 
the formation of the Rosenthal Jewelry Company that the 
traveling, tor example, you were doing that traveling for 
the stores that were being organized one after the other. 
Is that right? A. Yes. I was doing it for that particular 
corporation we intended forming I imagine. 

Q. Well* were you doing it for the stores or for the E. M. 
Rosenthal Company? A. Not for the E. M. Rosenthal 
Jewelry Company. 

Q. In other words none of the travel was for E. M. 
Rosenthal Jewelry Company? A. You have asked about 
stores. I have made trips for the Rosenthal business. If 
I went to New York to arrange a line of credit, I went for 
the Rosenthal Jewelry Company. 

Q. Yes. A. If I went to a certain city to make a lease 
and made the lease, that work was done for that particular 
store that was to be organized. 

Q. Was there much of this travel for the Rosenthal 
Jewelry Company? A. I can’t answer that. It would be 
utterly impossible. 

Q. You do remember the fact you went to New York 
occasionally to arrange a line of credit? A. I would not 
know. It is impossible for me to remember and I would 
no,t try to remember. There was no reason for it. 

1491 Q. Why not? A. Because there was no reason. 

Q. In other words, you regarded this really as one 

enterprise and it didn’t make any difference? A. No, I 
never regarded it as one enterprise. Each was a separate 
corporation having their officers. 
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Q. But you never established the line of demarcation 
when you were traveling for the Rosenthal Company or 
when you were traveling for the store or stores? A. If I 
was traveling at that particular time for the Rosenthal ' 
Company I was traveling for the Rosenthal Company. I 
don’t remember it today. It is impossible to remember. 

I might have traveled for the Rosenthal Jewelry Com¬ 
pany much more than I did for the retail stores, but it 
might be vice versa. I can’t tell. 

Q. And you would not remember any other trips for 
Rosenthal other than the question of arranging loans? A. 

I don’t know. I would not know. 

Q. Do I understand this travel, you were not paid any¬ 
thing? A. For my travel? 

Q. Yes. A. You mean travel expenses? 

Q. Yes. A. I would not even know that. I think I paid 
my own traveling expenses. I am not sure. 

Q. And you were not reimbursed A. Except xm- 
1492 less you consider Kay Associated Stores reimbursed 
me. 

Q. Did Kay Associated Stores reimburse you for travel¬ 
ing expenses? A. In late years, yes. 

Q. The stores in the early years, as I understand it, 
didn’t reimburse you at all? A. I don’t remember. 

Q. As I understood your testimony yesterday was, you 

stated this on page 1469 of the record. I asked you: 

\ 

‘ 4 Question. You were not paid a salary by any of the 
stores for supervising.” 

and you answered: 

‘‘ Answer. Well, I have always had peculiar notions 
about salaries. My traveling around for a good many 
years, the stores I collected—I collected nothing from the 
stores, and I paid my own traveling expenses. Later on 
my secretary complained, said, ‘why, you are spending this 
money. You ought to charge it to the companies,’ which I 
think was done, and then I drew a salary of a hundred dol¬ 
lars a week.” 
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You understood by that then, so far as traveling expenses 
were concerned you were never as such reimbursed for 
traveling expenses but drew $100 a week in lieu of travel¬ 
ing expenses? A. No, I don’t think so. I believe I drew 
$100 a week. All these things can be found out from the 
records. 

Q. Yes, but you were President of the Rosenthal Jewelry 
Company and I am asking you your recollection. 

1493 The Court. I don’t think it is very important, his 
recollection. The records ought to show what was 

paid and how much. 

Mr. Bayre Levin. The records of Kay Associated Stores 
which was an organization set up prior to the organization 
of Kay Associates are not available. 

The Court. All right. 

By Mr. Rover: 

Q. You would not recall this whether you were ever re¬ 
imbursed traveling expenses for traveling done for the E. 
M. Rosenthal Jewelry Company? 

Mr. Gordon. Of course you understand the records of 
the Rosenthal Jewelry Company are available. 

Mr. Rover. I thoroughly understand that, but I think to 
a reasonable extent at least I have the right to ask this 
witness such questions about whether he was reimbursed 
for traveling expenses, and I will pass on to something else 
in just a moment. 

The Court. All right, but as I said before whatever in¬ 
ference jL8 to be drawn from payments made by someone or 
the other of these organizations the best evidence on that 
comes from the books. 

Mr. Rover. Would you mind reading the last question, 
Mr. Reporter? 

(Pending question read.) 

1494 By Mr. Rover: 

Q. Do you understand the question ? A. Yes. I was just 
wondering. You place considerable stress on the fact I 
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was President of the Rosenthal Jewelry Company and I 
was president of a good many stores. Yon are asking me 
if I received travel expense as President of the Rosenthal 
Company. I can’t remember receiving it from the stores. 
I don’t remember that. 

Q. The last question was whether you ever received any 
travel expenses from the bank account of the Rosenthal 
Jewelry Company. A. I can’t recall it. I must again call 
attention to the fact my records are there. If I did it is 
proper. 

Q. And you would not recall what the travel consisted 
of ? A. I would not, no. 

Q. According to the records of the Rosenthal Company 
on the 12th of June, 1943, you received $350 and it is 
marked travel. 

Mr. Gordon. That of course is after the transactions in¬ 
volved in this suit. 

By Mr. Rover: 

Q. All right, we will go back to June 16,1942, $1,400. 

Mr. Gordon. How does that apply? That doesn’t apply. 

Mr. Rover. What was the date of the filing of the suit? 

Mr. Gordon. November 13, 1943, but the list of 
1495 the companies you are talking about getting re-dis¬ 
tributed was organized in 1941. 

Mr. Rover. I don’t think I am limited to company organ¬ 
izations. I am asking this witness on the question of travel 
expenses to show he received traveling expenses from the 
Rosenthal Company for whatever it is worth. 

The Court. Well, if there is some evidence of that, all 
right. 

By Mr. Rover: 

Q. Those two items I just asked you about, you would 
not remember? A. No. 

Q. And on December 30, 1942, an item of $250. You 
would not remember that? A. No, sir. 
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Q. And, on June 17, 1938, an item of $1,500 for traveL 
Do yon h^ve any recollection of that? A. No. 

Q. Yon were traveling for the stores during 1938, were 
you not? A. I may have. 

Q. Did you travel for the stores during the year 1942? 
A. Occasionally. 

Q. AjkJ on June 18, 1937, there is an item of $2,500 for 
travel from the books of the Rosenthal Jewelry Company. 
Would you remember anything about that? A. 

1496 What year was that? 

Q. 1937. A. I would not remember. 

Q. Were you traveling for the stores during 1937? A. I 
think that was the year I was sick, November of 1937. 

Q. Amd you think your illness probably prevented you 
from traveling for the stores ? I mean was it that serious 
that length of time? A. Yes. 

Q. Now, as I understand it, Mr. Kaufmann, you and Mr. 
Rosenthal were very close both socially and in a business 
way. Is that correct? A. Very close socially. 

Q. You did have these businesses, joint ventures to¬ 
gether that you testified to yesterday. 

Mr. Gordon. He didn’t testify to any joint ventures. He 
testified about a lot of corporations they owned stock in. 
Mr. Rover. My, my. You are very meticulous. 

Mr. Gordon. All right, but it should be stated correctly. 

By Mr. Rover: 

Q. You had stock in certain corporations he had stock 
in andmce versa, and so forth? A. Yes, sir. 

Q. ^ou stated yesterday the plan to organize the E. M. 
Rosenthal Jewelry Company was first to organize a whole¬ 
sale house and second to sell that wholesale around 

1497 Washington to “our own stores.” Does that state 
jthat correctly? A. Washington and Baltimore. 

Q. I^ut your plan contemplated opening up additional 
stores? A. My plan, yes. 

Q. Yes. A. That is right. 

j 
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Q. In other words your plan, which began the Rosenthal 
Jewelry plan contemplated opening np new stores. A. It 
wasn’t the Rosenthal Jewelry Company plan. 

Q. Did you discuss with these gentlemen at the Biltmore 
that part of the plan was to open new stores? A. I would 
not remember discussiong anything twenty years ago. We 
discussed at the Biltmore the possibility perhaps, was one 
thing, and that was the opening of a wholesale house and 
doing business under the name of E. M. Rosenthal Jewelry 
Company and separate corporations. 

Q. That is all you remember that happened at the Bilt- j 
more ? A. That is all, and allotting stock. 

Q. And the 10 per cent? A. That was also my plan. 

Q. You remember discussing that? A. No, sir; I don’t 
remember discussing that. I may have said to them, which 
is perfectly natural, this is the plan. We will sell merchan- j 
dise on the basis of 10 per cent. That is possible. I don’t 
remember. It seems rather foolish for me to say 
1498 that I can’t remember 20-odd years ago what I dis¬ 
cussed. Yet I do know that we organized a whole¬ 
sale jewelry house and I allotted the stock. Naturally when 
a man sets out to do something he may change it the next 
day. I 

Q. But your original plan was to open new stores and ! 
arrange for them to buy their merchandise from the E. M. 
Rosenthal Jewelry Company and pay the 10 per cent? A. i 
If it could be worked out to their mutuaL advantage. 

Q. It was working out to their mutual advantage, wasn’t 
it? A. I am not so entirely sure it was. It was continued. 

Qj What do you mean “to their mutual advantage?” A. 

To the stores and the wholesale company, to their mutual 
advantage. 

Q. That is what happened, that is the plan was worked ! 
out whereby a number of stores were organized and they j 
did buy their merchandise from the E. M. Rosenthal 
Jewelry Company and paid 10 per cent? A. That is right. | 

Q. These openings of the stores, however, as I under- j 
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stand, was; to be done by you and not by the Rosenthal 
Jewelry Cdmpany? A. It was to be done by me and others. 
Q. And the others would include Mr. Goldnamer? A. On 
occasions. 

1499 Q. Now was the original idea of the Rosenthal 
Jewelry Company that it was to be a wholesale house 

in the usu^l accepted meaning of the term and dealing with 
a number <t>f retail organizations A. Yes, sir. 

Q. And that plan was changed, I take it, so in effect you 
confined ypur actiivties to the Kay Stores? A. No, I was 
always hopeful the Rosenthal Company would be able to 
increase it$ outside business. 

Q. But as it turned out I think we all admit the Rosen¬ 
thal Jewelry Company only sells to the Kay Stores and a 
few other customers. Is that right? 

Mr. Gordon. Let us see, I object to saying 44 we all ad¬ 
mit.” 

Mr. Rover. I will withdraw that. 

By Mr. Rover: 

Q. Isn’t it a fact — 

The Court, (interposing) They don’t sell to anybody 
else? 

Mr. Gojrdon. If I understand correctly, they sold to 
various jewelry departments of the furniture stores that 
Mr. Rosenthal and others had outside the Kay group, to a 
comparatively small extent compared to what it was to the 
Kay group. 

The Coiirt. All right. 

Mr. Wilkes. I had thought everyone had concerned that 
99 per cent plus of the sales over the entire period had been 
to the retail jewelry stores and that up until recently 

1500 the're were some small sales that were made to the 
furtiiture stores, in which the same group of five had 

interests those sales were to the Hadley stores and other 
such stores, and to the jewelry departments of the furni¬ 
ture stores. Isn’t that your understanding? 


? 
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Mr. Gordon. This precise question has never been put 
to me in this fashion. I will ask Mr. Brown to check this 
and if it is a fact I will concede it in a minute. 

The Court. I haven’t heard any discussion of any kind 
of sales to anybody outside of the Kay Stores. If there 
has been any business done by E. M. Rosenthal Jewelry 
Company with other organizations than the Kay stores, 
I haven’t heard of it. 

It may have been barely mentioned, a small amount. 

Mr. Gordon. That is right. I have never heard of any¬ 
thing but a very small amount, unless it is a fraction of 1 
per cent. I don’t know. 

The Witness. I could aid Mr. Rover by making a state¬ 
ment, I recall, I don’t know what year maybe 1938 or 1939 
or prior, I made a couple of trips to Chicago and saw Moe 
Spiegel and made arrangements with him to make his 
jewelry purchases from the E. M. Rosenthal Company and 
had him come to Washington and see Mr. Goldnamer, and 
the understanding was that they were to buy their jewelry 
and whatever they could use from the Rosenthal Jewelry 
Company at the same basis as for our stores, and for some 
reason, four or five or six months later they didn’t buy. 


1501 By Mr. Rover: 

Q. So as the Rosenthal Company developed it was a com¬ 
pany that largely sold its merchandise to Kay stores. That 
is correct, isn’t it, Mr. Kaufmann? A. That is what it was, 
but it should not have been. 

1502 Q. Now as I understand the testimony the stock 
in the E. M. Rosenthal Jewelry Company and the 

stock in the individual stores was allotted by you? A. In 
the major part of the stores and in the Rosenthal Jewelry 
Company. 

Q. Now take the period from the formation of the Rosen¬ 
thal Company in the year 1936, what was your plan of stock 
allocation? A. Many different plans. 
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Q. Did the fact that five men owned the stock in the ratio 
in which they did own it in the Rosenthal Jewelry Company 
have anything to do with your allotment of stock to them, 
to those five men including yourself? A. No. 

Q. It didn’t enter into your mind at all? A. It may have. 
I don’t know. 

Q. Would you say it was or was not an element that en¬ 
tered intp your thinking? A. The only thing, Mr. Rover, 
every tiiqe a store was to he opened I allotted stock. I could 
not tell you what was in my mind, hut it was on a different 
basis each time. It was pure accident on my part that the 
original five got the stock equal to what they had in the 
Rosenthal Company. 

Q. So if it worked out that way it would have been purely 
accidental? A. It would not have been unusual for some 
stock in the early years and as a matter of doing the job 
quickly to have allotted it on the basis of these E. M. 
1503 , Rosenthal holdings, hut no arrangement— 

. Q. (interposing) So if the figures should show 
that the' average allotment over the years averaged up that 
way it would be purely accidental? A. It may have been. I 
am not quite sure. It isn’t possible for me to tell, hut the 
point I want to make is this, in arranging for stock in any 
one particular corporation the first to he considered were 
the managers, the supervisors, the employees. After that 
whatever was left went among those who were active in the 
business. 

Q. That applied from the very beginning, did it, from the 
first store, the Baltimore store? A. The different formulas, 
yes. r 

Q. No, the formula you have just given us. A. In that 
particular instance the record shows the Rosenthal Com¬ 
pany received— 

Q. I wasn’t asking what the record showed. I am asking 
you whether that was the formula from the beginning, start¬ 
ing with the Baltimore store. A. I can’t remember what 
was in my mind about arranging the formula. All I know 
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is I took enough time to see that the job was done fairly and 
everybody was well satisfied, and later on if somebody came 
to me and said “You didn’t take care of me, you didn’t 
take Such good care of it” I may have taken care of them 
better in other stores. But I can’t recall any complaints 
from anyone. 

Q. One of the elements, however, was that you allotted 
stock to those that were active in the business. Is 

1504 that right? A. That is right. 

Q. Why did you allot the stock in the beginning, a 
portion of it to the E. M. Rosenthal Company? Was it ac¬ 
tive in the business? A. No. I have never said anything 
about the E. M. Rosenthal Jewelry Company being active 
in the business. I explained yesterday the E. M. Rosenthal 
Jewelry Company had cash more than they needed. Mr. 
Groldnamer was borrowing his money. My brother was do¬ 
ing the same thing. That seemed to be a very simple way 
to do it. I don’t know whether the stock was issued to the 
Rosenthal Company or individuals. 

Q. What you intended, as a matter of fact, when you al¬ 
lotted stock to the different people in the jewelry companies 
was to in effect give the five men stock in the same propor¬ 
tion that they held in the Rosenthal Company. Is that so ? 
A. I don’t think that particular reason motivated me. It 
was a simple way of doing it. It was as simple a way as 
I knew. 

Q. As I understand it you did not allot stock to the E. M. 
Rosenthal Jewelry Company because it was active in the 
jewelry stores. A. The E. M. Rosenthal Jewelry Company 
could liot be active in the stores. 

Q. Either through itself or through its officers it could be. 
A. It wasn’t. 

Q. Would you give then your reason for allotting it the 
stock that it had money that it wanted to invest? Is 

1505 that the only reason? A. No. I told you the reason. 
Mr. Goldnainer had no money and my brother found 

himself in the same shape, and it was a simple way of doing 
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it. We had more cash than we needed. That was dne to 
the fact the merchandise wasn’t sold— 

i 

Q. (interposing) And that answer wonld apply to other 
stores in which the Rosenthal Company was given an allot¬ 
ment of stock? A. If it was started, I don’t know. 

Q. Why did yon stop allotting stock to the Rosenthal 
Company for a while? A. I don’t remember. 

Q. Yon remember that yon did, don’t yon? A. I don’t 
even remember that we did. I don’t know. 

Q. And you don’t remember that instead of allotting it 
to the corporation yon allotted it to indiiduals? A. I don’t 
know that. 

Q. Do yon remember after stopping you started again to 
allot it to the Rosenthal Jewelry Companv? A. If the rec¬ 
ords so show, that was done. 

Q. And yon don’t know why it was done ? A. And I don’t 
know why it was done. 

Q. Now very often the Rosenthal Jewelry Company and 
Kay Associates and Kay Associated Stores, they were used 
rather interchangeably, weren’t they, borrowing from one 
and paying back to another and similar situations of that 
kind ? A. I will have to go into some sort of explana- 

1506 tion on that. I heard Mr. Goldnamer testify it was 
jist one big bundle of money. 

Q. One bunch of money. A. One bunch of money. 

Q. Do yon agree to that? A. No, sir; it might have been 
one bunch to him but it wasn’t to me. 

Q. Well, the question of borrowing money for example, 
the record does indicate that one of the Washington com¬ 
panies would borrow money from another Washington com¬ 
pany? A. That I don’t know. I doubt that very 

1507 much. 

* Q. You don’t that? A. Yes, if that was done. You 
mean tliat one store would borrow from another store? 

Q. No. A. What? Say it again, please. 

Q. One of the main companies. Say it was General Asso¬ 
ciates, f E. M.— A. Would borrow from whom 

t 
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Q. E. M. Rosenthal Jewelry Company. A. Well, the rec¬ 
ords show that. 

Q. Yes, bnt don’t you regard that as being an interchang-j 
ing of funds ? A. Well, Mr. Rover, the money that belonged | 
to the stores, belonged to the individual stores. 

Q. Yes? A. Mr. Goldnamer, if he saw fit to save interest, 
would go to one of these funds; he was agent, and he prob¬ 
ably did it with my consent—I didn’t oppose it—and bor-j 
rowed funds and paid no interest. That wouldn’t make itj 
one bunch of money. The Rosenthal, when it did business j 
with its customers, its customers didn’t pay on the tenth 
of each month, were meticulous in charging them for event 
two or three days’ interest the rate of 6 percent. 

Q. All right. Now, how about the General Associates?! 
Wasn’t General Associates simply the alter ego of the E. M.l 
Rosenthal Jewelry Company? A. Well, I told you yester-i 
day— 


1508 Mr. Gordon. Just a minute. I object to that. 

The Court. Yes. 

Mr. Gordon. The question simply calls— 

Mr. Rover. I withdraw the question. 

• •••••«'•••! 

j 

Q. Mr. Kaufmann, you do remember, don’t you, that the 
stockholders were the same? A. I remember the stocks 
holder—I told you yesterday I know so little about the Gen¬ 
eral Associates. 

Q. Do you know why it was organized? A. That I thini 
shows by the record, that it was organized to take the stock 
out of the Rosenthal Jewelry Company into the Genera} 
Associates and making that a holding company. 

Q. Yes. Do you remember that in the charter of the Gen¬ 
eral Associates it was given express power to open stores? 
A. I never have seen the charter. 

Q. Did you request anybody to draft the charter? A. I 
had nothing to do, to my recollection, with General Associ¬ 
ates. I know nothing about General Associates, to speak of} 
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Q. Do you know who drew the charter? A. I don’t know, 
sir. 

Q. Did you ever discuss the proposed formation of Gen¬ 
eral Associates with anybody? A. I may have discussed it 
with Mr. Groldnamer, or he may have discussed it with me. 
I don’t kntjw. 

Q. Or any discussion as to the fact that it should 

1509 be ^iven express power to open stores? A. No, sir. 

Q. You don’t know why that is in the charter? A. 
I have no idea why it’s in the charter. 

Q. On this question of stock in the individual corpora¬ 
tions, didn’t it happen from time to time that the Rosenthal 
Jewelry Company got stock in some of the stores for which 
it paid practically nothing, through these— A. You mean 
through stock sales like in Boston? 

Q. Yes. A. Yes; that’s a matter of record. 

Q. Now, according to the records of the Rosenthal Jew¬ 
elry Company—and Mr. Gordon will correct me if I am 
wrong—one period of time the company paid Kay Asso¬ 
ciates, Inc., $12,000 a year and increased it thereafter to 
$18,000 a year. Do you remember anything about that 
transaction ? A. Yes. 

Q. Why was that done? A. The Rosenthal Company 
were unable to furnish the stores the type merchandise that 
they wanted, especially in radios. It seems to me that I 
even went out with my son to try to get the type radios that 
the stored could use. If I remember, a Boston store was 
using Philco. There was a very short discount. The Rosen¬ 
thal Company added its 10 percent, made it impossible for 
them to make any money. When I couldn’t do the job and 
a job was not being done by the Rosenthal Company, I 
turned it over to my nephew, C. D. Kaufmann, and he went 
out and in my opinion performed a excellent job. There 
• were many things that the Rosenthal Company ap- 

1510 parently could not do for the stores. 

Q. Why not? A. That is something that Mr. Gold- 
namer can answer probably better than I. 
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Q. What were the things that they couldn’t dot A. But 
the number of complaints that I received, namely, that the 
Rosenthal Company always got merchandise about six | 
months after everyone else, or maybe a year; that the mer- | 
chandise wasn’t properly styled; that merchandise was not ! 
selected carefully. Then the—if I remember, the retail men 
came into the Kay Associates, and they did the selecting of j 
the type merchandise they needed. 

Q. Go on. A. Well, I don’t know what else you want me j 
to go on. 

Q. Well, I am asking you why Rosenthal paid Kay Asso¬ 
ciates $12,000 a year and then $18,000 a year. A. Because 
the Kay Associates was doing their work. 

Q. And the work that they were doing is just what you ! 
have told us? A. Well, I wouldn’t remember in detail. 
The Kay Associates took care of the optical end of it. There 
were a difference in prices the stores were paying. They | 
took care of the optical end of it. My nephew organized i 
the Homer Optical Company. I couldn’t just remember in | 
detail, except that I thought it was a very—that the Rosen¬ 
thal Company was getting a very fine break, in my opinion. 
They were paying—they had the entire group working for j 
them. 

Q. Well, is there any reason why that group couldn’t have | 
worked for the Rosenthal Jewelry Company? A. Oh, 
1511 many reasons; many reasons. 

Q. Would you mind stating some of them? A. 
Well, they were in retail business. 

Q. In other words, you were trying to keep separate and j 
apart, so far as the public was concerned, the so-called 
wholesale function and the retail function? A. Well, not— 

I didn’t, but this is what you ought to know, Mr. Rover:I 
Anyone in the world could have run the Rosenthal Jewelry 
Company. All they had to do was to buy merchandise. It 
wasn’t difficult. They had their whole—they had all of their 
customers, 1 and I saw that those customers bought from the 
Rosenthal Jewelry Company, not by any contract or any¬ 
thing else except by my persuasion. 

. 
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Q. Well, then, the functions and duties of the officers of 
the Rosenthal Jewelry Company were not very extensive? 
A. Were not very what? 

Q. Extensive. A. Oh, I don’t know that. I can’t answer 
that. 

Q. Did the Rosenthal Company, up until the time of the 
Kay Associate stores division, or whatever you choose to 

call it—it supervised the stores, did it not? A. The Rosen- 

* 

thal Company? 

Q. Yes, sir. A. No, sir. 

Q. You did, didn’t you? A. Yes, sir. 

Q. And of course you were the president of the Rosen¬ 
thal Company at that time? A. And I was president of 
some of the stores. 

1512 Q. And when the— A. And I might add, Mr. 
Roper, that I supervised some of the furniture stores. 

r 

* m m m • • • 

I 

1513 By Mr. Rover: 

Q. When money was paid to the Kay Associates, the Kay 
Associates did take over some of the functions of the E. M. 
Rosenthal Jewelry Company, didn’t it? A. If you call se¬ 
lecting merchandise— 

Q. Well, how about servicing the stores and supervising 
the stores? A. I told you, Mr. Rover, that the Rosenthal 
Jewelry Company did not supervise the stores. 

Q. But you did? A. I did. I— 

Q. AnfL when the Kay Associates were formed, they took 
over some of your functions then? Some of your super¬ 
visory functions? A. Yes. 

Q. Now, these supervisors that—do you remember, Mr. 
Kaufmann, just approximately when the first supervisor 
was appointed? Mr. Katzenberg—was he the first one, for 
example? A. I don’t know. 

Q. Do you remember whether you selected them or not? 
A. I dop’t know that either. 

Q. And do you know who fixed their salaries? A. As su¬ 
pervisors? 
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Q. Yes, sir. A. That I don’t know. 

Q. Yon did have supervisors before the formation 
1514 of Kay Associates, Incorporated, didn’t yon? A. 

Well, if you call Arthur Katzenberg supervising 
Boston and probably Springfield or— 

Q. Yes. A. —Saul Kaufmann supervising Allentown and 
Lancaster, and occasional visits from me. 

Q. Joe Levi? A. Joe Levi, yes. Joe Levi. 

Q. Albert Levi? A. Albert Levi in New England. 

Q. You don’t remember who appointed them? A. Well, 
now, I couldn’t say who appointed them. Albert Levi and 
I were associated in the furniture business, and I don’t know 
who appointed—he may have appointed Mr. Goldnamer— 
I don’t know—in New England. 

Q. Do you know who paid the salaries? A. I don’t know, 
sir. 

Q. You don’t know who fixed the salaries? A. That I 
don’t know either. 

1517 Were there ever any meetings of the board of di¬ 
rectors of the Rosenthal Jewelry Company? A. Yes. 

Q. Did they meet regularly? A. No. 

Q. Do you remember on an average how many times a 
year they met? A. I can’t answer that. 

Q. Were there ever any meetings of the directors of the 
individual jewelry corporations? A. That again de- 

1518 pending on how you mean the—if there were min¬ 
utes, there were minutes. I don’t know. 

Q. Well, do you know that the minutes were written here 
in Washington and sent to the directors to be signed, Mr. 
Kaufmann? A. They—that’s true. 

Q. And that also applied to the E. M. Rosenthal Jewelry 
Company: the minutes would be written, signed, and al¬ 
though there was no meeting? A. I don’t know the me¬ 
chanics of that, but I know that minutes come to my desk 
and they were O.K.’d by—in the later years O.K.’d by Mr. 
Hirshman, and I signed them. 
#••••••••• 




Q. The—what I am referring to, of course, is, you re¬ 
member—pardon me. You remember the Trattner agree¬ 
ment, do you? A. Yes, sir. 

Q. Apd that of the voting stock the parties of the second 
part, who were yourself, Goldnamer, and Rosenthal, and 
the Rosenthal Jewelry Company, that those parties between 
them were to get 60 percent of the voting stock; do you re¬ 
member that? A. After reading the contract here 

1519 lately, I remembered it, yes. 

f Q. Yes. And did you have anything to do with the 
distributing of that 60 percent? A. No, sir. 

Q. Did you know that in the San Diego and the Sacra¬ 
mento store, according to the record, 30 percent of that 60 
in both of the stores was taken by E. L Kaufmann family 
and 30 percent by Goldnamer and his wife? A. I don’t 
know tfiat either, sir. 

Q. So, not knowing it, you don’t know why it was done 
that way? A. I don’t know why it was done. 

Q. Well, do you know who allocated the part that was to 
go to those parties of the second part? A. No, sir. 

Q. Mr. Kaufmann, would you explain why it was, in al¬ 
lotting stock to some of the stores, in some of the stores 
after (General Associates was formed, that you allotted some 
stock to General Associates and some stock to yourself and 
some stock to other people? A. I don’t understand just 
what you mean. I don’t remember allotting stock to Gen¬ 
eral Associates. 

Q. Don’t remember that? A. I don’t remember that. 

Q. You do know, do you, according to the record, that 
that was so, that stock was allotted to it? A. Well, if the 
records show it, then it must have been allotted to it, but I 
don’t remember personally allotting any stock to 

1520 General Associates. 

Q. So that, therefore, you would not know why it 
was allotted to General Associates? A. No, sir. 

Q. Well, I asked you why you allotted the Rosenthal 
Jewelry, and you have given your best answer on that; is 
that the understanding? A. Yes, sir. 
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Q. Do you remember a letter of October 19, 1934, Mr. 
Kaufmann, which is Exhibit 8 in this case, when you said | 
this, and I will be glad to show you the letter if you don’t! 
recall it: in the last paragraph on page 3—this is a letter j 
from you to Mr. Rosenthal: 

“From the questions you ask me about your interests in 
the jewelry stores,”— 

A. May I have— 

Q. (Reading): —“such as Boston, Providence and else-j 
where, you led me to believe that in this direction you had | 
not been given consideration and that your interests were 
not comparable to mine in size. I have gone over our inter- i 
ests and find little difference. I find in some instances that 
you have a greater amount than L In stores like Boston, j 
Providence and a few others—a few other places, our in¬ 
terest is represented by our interest in the E. M. Rosenthal 
Company and General Associates. In other words, the 
Rosenthal Company received 66%% of Boston’s common,! 
and since you have 20% of the Rosenthal Company, 

1521 you naturally have over 13% in the Boston store.”] 

And then you go on as to amount of money re-1 
ceived, and so forth. A. I would like to stop there, please. 

Q. Yes. A. If I may just refresh my memory. 

• • • ■ * • • • • • • 

1522 Mr. Hirshman. It is not our exhibit. Is that let¬ 
ter in evidence, Mr. Rover? 

Mr. Rover. Yes, it is marked in evidence, Mr. Hirshman; 
marked Plaintiff’s Exhibit 8. 


Mr. Rover. Yes. It is Plaintiff’s 8, your Honor. Here] 
is a clean copy. 

The Witness. This is all right, I think (indicating). 
Well, Mr. Rover, this letter covered a great many sub-i 
jects. 

1523 Mr. Rover. Yes, that is correct. 

The Witness. And Mr. Rosenthal, in my judg¬ 
ment, at that time was on the verge of nervous breakdownj 
Mr. Rover. Yes? 
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The Witness. I came across a letter that I wrote his wife 
and called her attention to it. Mr. Rosenthal’s thinking, 
in my opinion, wasn’t very clear, and that was during the 
period—I don’t want to say the things that I said before 
and that was objected to and sustained, but I can’t answer 
just why that was said. 

Mr. Rover. Well, if it doesn’t interrupt— 

The Witness. That— 

Mr. Rover. Excuse me. Go ahead. 

The Witness. And I don’t think it means a great deal, 
as far as I am concerned. 

By Mr. Rover: 

t 

Q. You mean the phrase when you assured him— A. 
Now, let’& see the— 

Q. —that his interest— A. Wait. I am looking for the 
particular paragraph. 

Q. It is the last paragraph on page 3 of it, starting, 
“From the questions you ask me”. A. Wait a minute. 
Page 3. Oh, yes; I’ve got it. 

Q. And as you read it, see if you don’t think that it re¬ 
fers to jewelry stores. A. Yes, this does refer to jewelry 
stores. 

Q. Yes. A. Well, Mr. Rosenthal apparently wanted to 
kqow something about his interests. 

1524 Q. Yes, sir. A. And I then advised him that he 
had so many dollars invested in these jewelry enter¬ 
prises and that in my opinion at that particular time they 
had a book value—in my judgment it says here that the 
book value should be at least double that amount. 

Q. Yes. But would you mind going back to the first four 
or five lines in that paragraph: “I have gone over our”— 

“You ask me about your interests.” 

“You.led me to believe,” and so forth, “that your inter¬ 
ests were not camparable * * * . I have gone over our in¬ 
terests and find little difference.” A. Well, Mr. Rosenthal 
at this particular time was concerned greatly about his in- 
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come, his own personal income, and at that particular time 
the jewelry business wasn’t hurt as much as the furniture 
business, and he may have said something like this to me, 
and I don’t know this to be a fact: ‘‘I’m not getting enough 
money out of the jewelry business.” 

Q. Well, if you see that language, Mr. Kaufmann—I don’t 
want to prolong this if that’s the only answer you care to 
give. You say, “From the questions you ask me about 
your interests” you were led to believe that he thought you 
had—he hadn’t been given consideration. A. You mean 
that that same amount of interest that I took for myself? 

Q. No. “Comparable.” What do you mean by “com¬ 
parable”? A. Well, I don’t know what he had in his mind, 
but I wanted to assure him that I wasn’t greedy, and I 
wasn’t trying to hog a proposition, that he had an interest 
in the first stores, and I should have been very glad 
1525 to have continued and did take care of him and took 
care of Mr. Goldnamer and took care of my brother 
and many others. 

Q. “Comparable” didn’t mean, to your mind, this 3 to 2 
ratio ? A. Oh, no. 

Q. Had nothing whatever to do with that? A. No, there 
was never a 3 to 2 ratio, and there was never—and all of 
this jewelry was never allotted on the basis of any under¬ 
standing— 

Q. Yes. A. —or any contract or any agreement. 

Q. “Comparable” didn’t mean to you on the same ratio 
as you gentlemen held stock in the Rosenthal Jewelry Com¬ 
pany? A. Mr. Rover, it means just exactly what I just got 
through saying; nothing else. 

Q. I don’t think I yet know. What was the answer? A. 
1 said that there was no agreement— 

Q. Yes. A. —with anyone regarding the distribution of 
stock in these btores. 

Q. Yes, I understood that. A. I could have taken all of 
the stock, if I had so chosen, from the very first, or I could 
have given it all to my brother or anyone else. These men 
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were selected by me. I hate to keep on using first person, 
but it is provoking to be always brought around to the same 
thing. I was the one that allotted the stock, and no one else 
allotted the stock unless I had so chosen that they should 
and directed them to do it. 

1526 • Q. Would this shorten it: that when you said that 

—spoke of the fact of your interests being compar¬ 
able, that that simply meant that you were treating him 
fairly!. A. Mr. Rover, this particular time, this particular 
letter was written in 1934. 

Q. That’s right. A. Mr. Rosenthal had a lot of trouble 
at that particular time, and I don’t think we ought to go 
into that. He had a lot of trouble at that particular time. 
His counsel knows what that trouble was. 

Mr. Bay re Levin. Well, counsel knows nothing of the 
kind. I want that straight. 

The Court. I am not interested about that. 

By Mr. Rover: 

Q. I don’t think we are interested in the trouble, if you 
can just give me your final answer on what you meant by 
the use of the phrase i ‘comparable.” A. I can’t answer 
that. - 

Mr. Gordon. Hasn’t he, if the Court please, said that 
about six times? 

« The.Court. He said he can’t answer. 

Mr. Rover. Can’t answer. That is alL 


1527 , By Mr. Wilkes: 

» 

Q. Mr. Kaufmann, .you have just stated that you allotted 
all of the stock in every one of these retail jewelry corpo¬ 
rations, and that applies as well, does it not, to the stock 
of thd E. M. Rosenthal Jewelry Company? A. Mr. Wilkes, 
I did say that I either allotted them or directed those— 
chose those to allot them. 

Q. And that final approval was yours? A. In nearly all 
cases. 
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Q. Well, can you name a single case where yon did not j 
reserve the right to finally approve the issuance of 

1528 the stock? A. Well, I can’t—I don’t—I don’t re¬ 
member a particular case. I imagine there were | 

cases where I may not have been quite satisfied, and said, 

* * O. K., ’ ’ if somebody else was. I don’t just remember that, j 
Q. Yes. A. But I could have changed any one—I may 
put it that way: I could have changed any of the allotments j 
if I didn’t think it was fair, if it came to my notice, and I j 
think they all came to my notice. „ J 

Q. You say you think they all came to your notice? A. | 
I think they all came to my notice. 

Q. And they finally got your O. JL and approval? A. j 
That’s right. 

Q. And that was done before the stock was actually is- j 
sued? Would have to be, wouldn’t it? A. Yes, I imagine 
so. I—it sure follows that you couldn’t issue the stock 
unless you knew who you were going to issue it to. Cer¬ 
tainly, that’s right. 

Q. Yes. Now, Mr. Kaufmann, this isn’t clear in my mind: 

Is it your position that at any time you could have opened 
a jewelry store and could have taken 100 percent of the 
capital stock yourself? A. From the very beginning I j 
have—I didn’t need any partners. I could have opened up 
with my—jewelry stores, could have taken all of it or given ! 
mv brother all of it, or do whatever—I could have done 
whatever I so choose to do. 

Q. And that same thing applies today, does it? A. I be¬ 
lieve that would apply today, that I would have a j 

1529 right, the same as Mr. Goldnamer would have a right, I 
or anyone else, to go out—a right to open up the 

jewelry store or many jewelry stores. 

Q. Yes. And Mr. Goldnamer could go out today and open 
up a jewelry store and would be under no obligation to per- j 
mit you to allocate the stock; is that your understanding? j 
A. Yes, sir. 

Q. Now, during the course of your long association with I 
Mr. Goldnamer, when Mr. Goldnamer had his attention 
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called, not;by yon but by someone dissatified with the whole 
Kay enterprise, to a store site or a going concern which 
looked likp good business for the Kay Company to take 
over, is it jvour position that he could have taken that over 
as his own enterprise and operated it at any time during 
this long association? A. No, that’s not the question, as 
I understood it. 

Q. Well, I don’t know. A. If he went—if I designated— 
if Mr. Goldnamer was occupying the position he was occu¬ 
pying, then he couldn’t have done that particular thing; 
he couldn’t have opened up under the name of Kay, regard¬ 
less, although Mr. Goldnamer could have quit and opened 
up a jewelry store any time he wanted to under his own 
name or any other name except Kay. 

Mr. Gordon. Well, of course, all these questions pre¬ 
suppose a knowledge of law on the part of Mr. Kaufmann. 

The Court. Yes. 

Mr. Gordon. They may have some bearing. 

The Court. The objection is overruled. 

By Mr. Wilkes: 

i 

Q. Now, Mr. Kaufmann, is it your understanding 
1530 that Mr. Cecil Kaufmann could go out today and 
open up a retail jewelry company, a retail jewelry 
store, hjmself? A. Not under the name of Kay. 

Q. Could the stockholders of the Reading company, in 
your judgment, go out today and open up a store under the 
name of Kay? A. Yes, sir; they could. 

Q. That is your understanding? A. If they didn’t open 
up where there was already an established Kay store. 

Q. Well, suppose they came to Washington. Could they 
come to Washington and open up a Kay store? A. No, sir, 
because the Kay name belongs to the Washington store, as 
I understand it. I know it not as a matter of law, but that 
is a matter of common sense. 

Q. And if they went to Charlotte could they open up an¬ 
other Kay store in Charlotte? A. No, sir. 
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Q. But it is your understanding that— A. Whether they j 
could or not, Mr. Wilkes, if I had anything to do with it I I 
wouldn’t permit them, so I would oppose it, and even though j 
they could do it legally I wouldn’t permit it if I had any¬ 
thing to do with it; but I don’t think thy would, nor could 
they. 

Q. Now, do you recall that Mr. Goldnamer had some in¬ 
formation come to him with respect to the Huntington, West j 
Virginia, store, and as a result of that information a going 
concern was purchased, and that was later on turned into 
a Kay store? A. If it was a going concern, Mr. Gold- 
1531 namer may be correct, and probably is, that I know 
nothing of a going concern. I knew about jewelry, 
and I wouldn’t attempt to buy out a jewelry store. 

Q. But in any event it is your point that Mr. Goldnamer j 
having acquired information with respect to that Hunting- 
ton store, he would have to, if he engaged in the jewelry 
business there, have to take it in as part of the Kay system? 

Mr. Gordon. Well, I object to that. Now, that just calls j 
for an opinion of law on the part of Mr. Kaufmann, on a 
rather complicated state of facts. 

The Court. Yes. 

Mr. Wilkes. May it please the Court, I am trying to get 
his position with respect— j 

The Court. You may answer. 

The Witness. Well, Mr. Goldnamer would be very wise, 
if he was in the wholesale business, to be able to go out and 
buy a store that would continue to buy from Rosenthal Jew- j 
elry Company. Mr. Goldnamer had 25 percent in the Rosen-! 
thal Company, and it would be quite a proper thing for him 
to do and he would be very anxious to do. 

By Mr. Wilkes: 

Q. Then, is this your position, Mr. Kaufmann: that any-j 
one in the organization, opening up a jewelry store which 
took advantage of the arrangement with the Rosenthal Jew¬ 
elry Company, with the wholesale house, would then subject 
that deal to the requirement that you would be the one who 
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would allot the stock? A. No. That’s a rather complicated 
question. These stores were all separate organiza- 

1532 tions. They had a community of interest, and that 
. was all. They had a community of interest: the 

right to advertise under the one name, nationally and other¬ 
wise, and they had—where a group of stores, each one sepa¬ 
rately incorporated, standing on its own feet, come together, 
they, as in this instance, would do for them a certain some¬ 
thing, hut it is not one corporation. 

I don’t know as I have made myself quite clear, but the 
point I am trying to make is this: that if a man was em¬ 
ployed in the Boston store and he attempted to open—and 
he worked for the Boston store, either as an officer or as a 
manager o'r anything else, and he attempted to open up a 
store, we will say, in Charleston, West Virginia, under the 
name of Kay, I am certain that we would do everything 
we possibly could to prevent him from using that name. 
But if he—that man chooses to leave the Boston store and 
go to Charleston and open up a store in competition to our 
store in Charleston, I am sure that there would be no ob¬ 
jection ; certainly none from me. 

Q. Do you feel that Mr. Goldnamer was in that position 
when he was active in the operation of the E. M. Rosenthal 
Jewelry Company? 

Mr. Gordon. That’s— 

The Court. Really, I have permitted this examination to 
go on, but I think you are asking Mr. Kaufmann to answer 
the question that I’ll have to answer in this case. 

Mr. Wilkes. I’ll not pursue it further. 

By Mr. Wilkes: 

Q. Now, Mr. Kaufmann, you made a statement during 
your examination that when you went out in the field to do 
supervising you did it not as an officer or represen- 

1533 tative of the E. M. Rosenthal Jewelry Company. 
Yqu heard the testimony of Mr. Goldnamer, I be¬ 
lieve, when he said that when he did one act he didn’t do it 
as an officer of one company or an officer of the other com- 
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pany, but he did it in light of his association with the entire 
organization, wholesale and retail. Now I will ask you this 
question: Isn’t it a fair statement that when you went out 
to do supervising of the stores you went out in your capac¬ 
ity as representative of the E. M. Rosenthal Jewelry Com¬ 
pany and as a representative of the stores and without hav¬ 
ing in mind anything other than promoting the general 
jewelry business, wholesale and retail? A. I can only an¬ 
swer that the way I answered a little while ago: that if I 
went out to a certain city to look at a building that was 
called to my attention or to organize a jewelry company 
or have a jewelry store engage in business in that premise, 
that I was then serving that particular corporation to be 
formed, and not representing the Boston store or anyone 
else than that particular company to be formed. 

Q. That was very clear in your mind, and you made it . 
very clear to everybody else, did you? A. No, sir. I am 
making it clear now. It was never necessary to make it 
clear, and I wouldn’t—as I was asked here a little while ago 
in what particular capacity did I go out to this place or 
that place, I don’t remember that, but if—common sense 
tells me that if I went to Charleston, West Virginia, we’ll 
say, to open up a store for a corporation to be formed, I 
was then serving that particular corporation. 

Q. Well, when you went out to locate a new store 
1534 didn’t you explain to the owner of the property or 
the person whom you were going to buy out or lease 
from that this was a Kay chain that was coming in? A. 
No, sir. I told— 

Q. You never said that? A. I told the man who I was 
dealing this with that this is a separate corporation; and 
if I told him anything about the success of other Kay stores, 
that was only said to let the man know that where we had 
opened up before we were successful and that in all proba¬ 
bilities we would be successful in that particular place. 

Q. But you did make it, as a matter of good business, 
known, as a rule, when you were negotiating for a new site, 
that this was part of the Kay chain, did you not? A. Mr. 
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Wilkes, you are asking me a question of what I said to a 
landlord. I am trying to tell you what my common sense 
would prompt me to say. I don’t remember what I said 
exactly. (It wouldn’t be possible, and I shan’t try. When 
I would open up—rather, when I would discuss the leasing 
of the building with a landlord, he knew that there was to 
be a corporation formed that was taking the lease, and 
there would be no personal liability, and it had nothing to 
do with any other organization or corporation. 

Q. Mr. Kaufmann, didn’t you try to create the impres¬ 
sion that this was part of a large chain, when you went to 
talk about a lease, as a rule? A. Mr. Wilkes, I—you are 
asking me the same question again. I wouldn’t know that. 
I went there to rent a store, to rent it as best I knew 
how. 

1535 Q. Do you deny that you did make representations 
of the— A. I wouldn’t deny or affirm it. 

Q. —lhrge chain? You don’t recall? A. I can’t deny 
or affirm it. I don’t remember. 


Bv Mr. Wilkes: 

1 — 

Q. Mr. Kaufmann, there was read in evidence yesterday, 
I believe, a letter from you to Mr. Newman under date of 
June 28, 1939, [Defendant Kaufmann’s Exhibit No. 22] 
which you can identify when I read this part of the letter: 

“Marc declared himself some time ago that he did 
1536 not want any further interest for himself, and now 
I am taking the same position. In other words, we 
think it is best that the stock be divided between manage¬ 
ment and among those men who make contributions to the 
entire group as a whole.” 

You Recall that letter, don’t you? A. Yes, sir. 


1537 By Mr. Wilkes: 

Q. Now I ask you, Mr. Kaufmann: Do you have 
any independent recollection today of having ever shown 
this letter to Mr. Goldnamer or of having ever discussed 
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it with him? A. I can only go by what has been my custom 
for many years. When I quote a man, a man in our or¬ 
ganization, as having made such and such a statement, it is 
the most natural thing in the world for me to discuss that 
particular thing that I am saying about him, and I am cer¬ 
tain that I discussed that with Mr. Goldnamer. 

Q. Do you have a present independent recollection of 
having shown this letter to Mr. Goldnamer? A. I wouldn’t 
say that I had a recollection of showing it, that letter, 
especially to him, that I know, and he knew the con- 
1538 tents of that letter in some way, because I would not 
have used his name in that manner unless he saw the 

letter. 

Q. Do you have any present independent recollection of 
ever having discussed this letter with Mr. Goldnamer? A. 
I couldn’t answer that. 

Q. Well, do you- 

The Court. I take that to mean the answer to be, No, 
that he has no present independent recollection. 

By Mr. Wilkes: 

Q. Now, Mr. Kaufmann, as a matter of fact, when you 
said, “I am now taking the same position,” you meant that 
you didn’t want any further interest for yourself, did you? 
A. Well, I wouldn’t want to—I should think that what was 
in my mind, that I would want to decrease my interest and 
permit my boys who were active in the business to have 
that particular interest. I am still active—you mustn’t for¬ 
get one thing: I was active in opening stores. 

Q. So what you had in mind when you wrote this letter 
was that you wouldn’t take the interest, but your boys were? 
A. They were in the business and part of the working or¬ 
ganization. 

Q. Now, is there anything in this letter which would have 
caused Mr. Newman or which would have caused Mr. Gold¬ 
namer, had you sent it to him, to have determined that 
that’s what you had in your mind when you wrote that 
letter? And if so, point it out. A. No, I don’t—I wouldn’t 
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know that that would point out that particular thing. For 
instance, I might state this: Mr. Goldnamer had said for 
a great many years to the men in the organization 

1539 that, “I don’t want any more stock.” I have heard 
him say that in speeches in New York where we had 

meetings, that he didn’t want any more stock; he was going 
to make—let the younger men, as he said- 

• O * • « # • • * 

♦ 

1540 By Mr. Wilkes: 

Q. Reading from page 1397 of yesterday’s record, 
while you were under examination, Mr. Kaufmann, by Mr. 
Gordon, this question was asked of you: 

• • ••••••• 

Mr. Wilkes (reading): 

“By Mr. Gordon: 

I 

“Mr. K&ufmann, you have described the arrangement 
between the Rosenthal Company and the stores whereby 
there was a 10 percent profit. 

1541 “Has there been any agreement between the 
Rosenthal Company and the stores whereby this 

arrangement was to last for any definite time, or whereby 
it could not be terminated at any time by any of the stores 
or by the Rosenthal Jewelry Company? 

“Answer. We never had any agreement of any kind 
whatsoever.” 

And then Mr. Gordon points out that the Trattner agree¬ 
ment is ap exception. 

By Mr. Wilkes: 

f 

Q. Now let me ask you this, in light of the question and 
the answer: Isn’t it a fact that in the allocation of stocks 
you decided what allocation you would make, and in making 
up your mind as to what the allocation would be you dis¬ 
cussed these matters with Mr. Goldnamer and with Mr. 
Cecil Kaufmann and perhaps others? That is true, isn’t it? 

i 
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A. No, not quite that way. In the beginning I didn’t dis¬ 
cuss it with anyone. After I had learned or after I knew the 
men that were going to be interested, I wrote the names 
down in a list, and I probably didn’t discuss it with anyone 
until probably, I should say, a week or ten days afterwards. 
I might have said to my nephew, who is the head of the—at 
this particular period who was the head of the Kay Asso¬ 
ciated Stores Company, I might have said, “How does this 
man stack up? How does he look to you? What’s your 
opinion of this one?” 

Q. All right, sir. Now, sometimes after you had made 
up the list and discussed it, you might change the list; is 
that true? A. Pardon. I didn’t get the last part of that 
question. 

1542 Q. You might change it? A. Oh, yes; change it 
very often. 

Q. And if you were discussing a matter with Mr. Cecil 
Kaufmaun or Mr. Goldnamer and got their approval, it was 
understood that they would take the stock that you had 
them down for, was it not? A. Yes, of course. 

• * * • • # • • • 

1545 By Mr. Wilkes: 

Q. Mr. Kaufmann, since the E. M. Rosenthal 
Jewelry Company has been organized it is a fact, is it not, 
that this 10 percent amount has been paid by all of the retail 
jewelry corporations? A. Yes. 

Q. And I believe you have stated that there has never 
been any written contract other than the Trattner contract 
with respect to this 10 percent arrangement? 

1546 Mr. Gordon. I- 

The Witness. That’s right. 

Mr. Gordon. All right 

By Mr. Wilkes: 

Q. Now, you are familiar with the Trattner agreement, 
I believe, are you not? A. Well, I am familiar with it to— 
having read it just recently. 

• • • • • • • 
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By Mr. Wilkes: 

.1 

Q. Yon have a copy of it, do yon, Mr. Kaufmann? A. 
Yes, sir. 

Q. May I ask yon to look at the third paragraph, the next 
to the last line from the bottom of that paragraph, in which 
the statement by way of inducement in the contract is made, 
“The Kay Jewelry Company has acquired great good will 
with the public and in the jewelry trade. ’ ’ Now, as of the 
date of the execution of this in 1928 that represented a fact, 
did it not? A. To a smaller degree than it does today. 
1547 Q. Yes. It has acquired additional good will since 
that time? A. That’s right. 

• * ? # • • # • • • 

Q. I guess our—I have only a copy. Will you look at 
paragraph 6 ? A. That is page 3. 

Q. Does that begin, “The party of the first part”- 

A. No. ' 

Q. —t— “further agrees to purchase from the E. M. 
Rosenthal Jewelry Company”? A. That is right 

1549 By Mr. Wilkes: 

Q. May I direct your attention to paragraph 6, Mr. 
Kanfmann, and to this language: 

“The party of the first part further agrees to purchase 
from the E. M. Rosenthal Jewelry Company, one of the 
parties of the second part, all of the stock and merchandise 
which may be required for the opening of the said stores 
and to purchase from the said E. M. Rosenthal Jewelry 
Company all the stock and merchandise required from time 
to time for the maintenance, conduct and operation of the 
said stores on the same terms and conditions that the said 
E. M. Rosenthal Jewelry Company now supplies the stock 
and merchandise requirements of the other Kay Jewelry 
stores operated by the parties of the second part, it being 
agreed, however, that should the said party of the first 
part purchase any jewelry stock or merchandise, inde- 


♦ 

> 
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pendently, or otherwise than through the said E. M. Rosen¬ 
thal Jewelry Company, that ten percent of the amount of 
the cost of any stock or merchandise so purchased shall | 
he paid over to the said E. M. Rosenthal Jewelry Com-! 
pany.” 

Now you signed this contract, did you not, Mr. Kauf- 
rnann? A. Yes, sir. 

Q. And was that a fair statement at that time of i 

1550 what you assumed would be the method of operation | 
between the Trattner Stores of California and the j 

Rosenthal Jewelry Company? 

• • * • • * • • * 

The Witness. I never gave it much thought This con¬ 
tract was not made by me. It was made by Mr. Rosenthal j 
and Mr. Goldnamer. I was opposed to it, opposed to going ! 
in with Mr. Trattner originally, but subsequently I changed 
my mind. I signed the contract, but I would not say it was 
a fair statement 

I didn’t think that particular store if it was going to be i 
a party should have made the agreement they did. In j 
other words they were paying 2 per cent on these sales j 
which in my judgment was the wrong thing to have done. 

Mr. Gordon. That is a different paragraph. 

1551 The Witness. I know. 

The Court. The witness answered the question and | 
then proceeded to make some observations. 

By Mr. Wilkes: ! 

Q. Now, would you be good enough to look at paragraph i 
No. 8. I will read it, if I may. It is short: 

‘‘The party of the first part further agrees that each 
of the said stores to be opened as herein provided, shall 
pay its pro rata of the cost of any advertising or other j 
service furnished to it from time to time by the said E. M. 
Rosenthal Jewelry Company.” 

The Court What paragraph was that? 

Mr. Wilkes. Paragraph 8, your Honor. 

The Court Paragraph 8. All right 
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By Mr. Wilkes: 

Q. Now what have you to say about that language? A. 
The same as I said about the other paragraph. 

Q. Now I am asking you to look at the language in para¬ 
graph 10. I am referring particularly to the last part of 
the paragraph but I will read the whole paragraph for 
clarity: 

“10. In consideration of the covenants to be kept and 
performed by the said party of the first part, the parties 
of the second part agree to permit the said party of the 
first part to open the said stores under the name of the 
Kay Jewelry Company, to supply all of the merchandise 
and other stock requirements for the operation and con¬ 
duct of the said stores on the same basis that they 
1552 now supply the merchandise and stock requirements 
of the other Kay Jewelry stores operated by the 
parties ,of the second part and to furnish advertising and 
other service for the conduct and operation of all of the 
said stores to be opened under the terms of this agree¬ 
ment.”' 

Now what have you to say with respect to that language, 
Mr. Kaufmann? 

• •••••••• 

The Witness. I would judge the phrase “to be opened 
in California’’ would have the right to use the Kay Jewelry 
Company name, I must tell you again while I signed the 
contract, Mr. Brylawski drew the contract. 

• By Mr. Wilkes: 

Q. He was attorney for the Rosenthal Jewelry Company? 
A. Yes, and Mr. Goldnamer and Mr. Rosenthal made the 
deal. I signed it. I don’t remember reading it at the time. 

Q. This language substantially states, in so far as that 
part of it assumes to state, the arrangement that was had 
between the E. M. Rosenthal Jewelry Company and the 
Kay Stores in the East. A. I don’t know just what you 
mean^by the question. 

• f • • • • * • • « 
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1553 By Mr. Wilkes: 

Q. Mr. Kaufmann, I am merely trying to ask yon | 
this question. As I take it this language refers to certain 
parts set forth in there which apply as between the Rosen¬ 
thal Jewelry Company and the stores in the East? A. 
Except we have never had a contract with the stores in the | 
East that they buy merchandise from Rosenthal and pay! 
10 per cent j 

Q. You had an arrangement with the stores in the East? 
A. No, I would not even call it an arrangement. 

Q. You had a situation whereby they were buying and 
had been buying and have since paid 10 per cent? A. That 
is right 

i 

• •••••••• 

1554 Mr. Wilkes. That is a general statement Where 
there were outside purchases they got 10 per cent! 

just the same. 

The Court. I think that is the meaning of that question. 
That is the way I got it 
The Witness. Yes. 

By Mr. Wilkes: 

Q. Now up until 1928 it was also true that the E. MJ 
Rosenthal Jewelry Company had in its employ a man who 
did some kind of advertising service for the retail stored 
in the East That is correct, is it not? A. I don’t know, 
Mention the man’s name. 

Q. Was it a Mr. Caplan? A. No. 

1555 Q. A Mr. Perling? A. Perling, yes. 

Q. Perling and Caplan at different times and 
maybe at the same time were both in the offices in the 
Homer Building after you moved off G Street? A. I don’i 
remember. 

Q. Were they on G Street? A. If we were on G Street 
in 1928 then it was on G Street. If we were in the Homer 
Building then it was in the Homer Building. You would 
have to look up the date when we moved off G Street. 

I 

j 

i 
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Q. Do you recall during the first five years, whoever the 
employee may have been advertising services were fur¬ 
nished by a man or men in the E. M. Rosenthal Jewelry 
Company? ( A. I don’t know that. I would not know that. 
If it is on the records that is true. I don’t know. I have 
no idea whether the Rosenthal Company paid it or some 
other organization, or the different stores paid it I don’t 
know, but the records would show, would they not? 

Q. Now would you be good enough to turn over towards 
the latter part of the contract, four or five paragraphs from 
the bottom? A. Which page, sir? 

Q. Well, it is paragraph E. 

• • J • • * # * * • 

1556 (J. There is a provision in there that limits the 
salary of the store manager except by joint consent. 

Now it had been the policy of the stores in the East, had 
it not, to have smaller salaries for the managers than a 
manager would normally get, and give them an interest in 
the business upon the theory that an interest in the business 
would produce enough money so that from the dividends 
and the salary they would get more than a manager ordi¬ 
narily got? Wasn’t that the policy? A. That is right, yes. 
I would use the word “sell” rather than “give.” 

Q. Now the next paragraph, sub-paragraph (b) refers to 
Class B stock. It states: 

“ (b) |The shares of the Class B stock referred to herein 
shall be issued jointly in the names of the said parties of the 
second part, each to own a joint and indivisible interest 
therein, with the right of suvivorship. ” 

Now the parties of the second part were E. M. Rosenthal 
Jewelry’, yourself, Mr. Rosenthal and Mr. Goldnamer, were 
they not? A. Yes, and I never did understand why that 
was dorle just that way. 

Q. You have never understood it? A. I never under¬ 
stood why Mr. Goldnamer and Mr. Rosenthal should have 
signed it and not Mr. Levi or my brother. I don’t 

1557 remember the contract at all to speak of. 
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Q. Would you be good enough to look at next to 
the last paragraph. It begins with * ‘ This agreement- ’ ’ Do 
you follow that, sir? A. Yes, I am following it. 

Q. It states: 

“This agreement shall come into existence on the day 
and date first hereinabove set forth and shall continue 
until its termination by joint consent of the parties hereto, 
unless sooner terminated by operation of law.” 

Do you remember that part of the agreement at the time 
it was executed? A. No, sir. I don’t remember any part 
of the agreement at the time it was executed except the 
one thing I mentioned. 

Q. Do you feel that the arrangement between the Rosen¬ 
thal Jewelry Company and the individual retail jewelry 
corporations is such that the jewelry corporations may 
terminate the relations with the Rosenthal Company at 
any time? A. You mean California? 

Q. No. A. Would you repeat it? 

Q. Dealing with the retail stores in the East, retail 
jewelry corporations is it your position that these retail 
jewelry corporations in the East have the right to stop 
dealing with the E. M. Rosenthal Jewelry Company any 
time any individual jewelry corporation determines 
1558 it wants to stop? A. Yes, I should say I think as a 
corporation they would have that right to have their 
meetings and so forth and stop buying any time they so 
chose. 

• •••••••• 

By Mr. Wilkes: 

Q. Mr. Kaufmann, I don’t have the page reference, but 
yesterday you stated in substance, as I got it, that those 
people who serve an apprenticeship should be entitled to 
stop after a certain date, and I think about 1939. Do you 
recall that statement? A. I may have made that statement 
regarding Mr. Newman. 

Q. Yes. A. Or Rosenthal’s children. 
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Q. When did yon first arrive at that conclusion that only 
those Who had served their apprenticeship should be en¬ 
titled to stock to be issued in corporations thereafter to be 
formed? 

Mr. Gordon. I don’t think he said that, that only those 
people should be entitled to it. The letter speaks for itself. 

He wrote a letter to Mr. Newman in July 1939 and 

1559 that told his general method of doing things. 

* I don’t think he said any particular people were 
entitled to anything or weren’t entitled to it. He stated his 
policy./ The letter was written from Poland, Maine, July 
8,19391 It is our exhibit No. 24. 

* By Mr. Wilkes: 

Q. Now may I read that letter to you, the parts which 
refer [to that matter [referring to Plaintiffs’ Exhibit 
No. 243: 

“Distribution of stock is usually made in the following 
manner: 

The- manager who originally promoted the new store and 
the man who will be manager of the proposed store are 
given first consideration. The supervisors come next, par¬ 
ticularly the supervisor of the district wherein the store 
is to be located. 

Sometime ago Cecil”—this refers to Cecil Kaufmann— 
“arranged an employees saving fund plan, contributed to 
by all employees from the porters up to the managers. 
Thes^ contributors are making use of this money to invest 
in nejv stores and this group also receives consideration. 
The balance for final distribution, in my opinion, should go 
to th£ active original owners of the entire business. Of 
this group Marc advised that he did not want to make any 
future sizeable investments.” 

Now let us refer to that, the active original owners ex¬ 
cluded Mr. E. M. Rosenthal, did it? A. Yes, I should 

think so. 

1560 * Q. It of necessity excluded the estate of Mr. Levi? 

I A. That is right 

! 

i 
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Q. Thereafter yon did issne stock to the estate of Mr. i 
Levi? A. I don’t think so. 

Q. Or to the sister or brother-in-law of Mr. Levi, did | 
yon not? A. I don’t remember what was issued, bnt the 
< record will show. 

They may have asked to have it issned personally or to 
the estate. I don’t remember. 

Q. Bnt in any event after Jnly 8, 1939, yon did issne to 
the Levi interests or the Levi family? A. I really don’t j 
remember. Let me see the record. 

1561 The Conrt. The record shows, I believe, that stock 
was issned in the Kay Jewelry Company of San 
Diego, California, to the A. J. L. family, 29 shares. 

Are there any others? 

Mr. Gordon. I am looking at Exhibit No. 4 of Stipulated 
Exhibit No. 1. 

By Mr. Wilkes: j 

Q. Now the record just referred to by Mr. Gordon indi- ! 
cates that in connection with Kay of Chattanooga, Tennes¬ 
see, a store incorporated on the first of November 1939, 25 
shares were issned to the family of A. J. Levi A. Yon are | 
asking me why that was done? 

Q. Yes. A If my memory serves me correctly my j 
brother Adolph, who is the man in the store, and Allman 
were very good friends and he asked me if I would not 
arrange to give them or sell them some stock. I don’t re- j 
member the circumstances but that is the reason for it. 

Q. Now Kay of Jacksonville, according to this record j 
was incorporated on the 15th of November, 1940, and this 
record indicates that 25 shares was issned to the Levi 
family. A Yes, I presume because of his relationship with 
Eddie Rosenthal, Jr. It wasn’t any fixed plan to give the 
estate stock. 

Q. Now referring to the same record it shows that the 
E. M. Rosenthal family at Springfield, in the Springfield 
store, which was organized in December 1939 or reor-! 
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1562 ganized, according to this notation, received 28% 
shares. 

Was that because it was a reorganization? A. I would 
not kno^. 

Q. Thh Swope Jewelry Company of Washington, D. C-, 
was organized in 1938 and that would not apply. 

The Ejay Jewelry Company of Jacksonville was organized 
on November 15,1940, and slightly less than 40 per cent of 
the stock was allocated to the E. M. Rosenthal family there. 
Now was that because Young Eddie Rosenthal was to be 

manager? A. Yes, he was to be the manager. 

• ••••**•• 

Q. Was this the first time that you had determined on the 
policy as set forth in your letter of July 8, 1939, as I have 
read it from the letter? 1 A. Well, I would not be able to 
answer .that. 

Q. Hjad that been the policy from the very beginning? A. 
No. I,said many times that there were many different 
formulas. 

Q. Then that had not been the policy from the beginning? 
A. What do you mean “has not been the policy”? 

Q. As stated. A. Would not the records show for 

1563 themselves ? I would not be able to answer. 

• ••••#••• 

1564 Q. Mr. Kaufmann, in your letter to Mr. Newman 
of July 8, 1939, you referred to “the active original 

owners,” in this sentence: “The balance for final distri¬ 
bution) in my opinion, should go to the active original 
owners of the entire business. ’ ’ 

Novjr, the original owners, I suppose, were the original 
five who have been ref erred to ? A. Not necessarily. 

Q. Well, now, who were the original owners? A. Well, 
the original owners of Springfield, men who were active in 
the business, Boston, depending upon their work and worth 
to the business, retail. 

Q. Well, when you use the words “active original 
owners,” can you tell to the Court now who you meant to 
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refer to? A. I wouldn’t know. I just couldn’t define that 
particular statement. That may have included Mr. Gold- 
namer; he was active in ’38. I don’t know whether my 
brother was living or not. If he was living at that time and 
was active, it would go to him. 

1565 Q. Well, can you suggest anyone who would at any 
time have been included in the term “active origi¬ 
nal owners” as you meant it in this letter, other than your¬ 
self, Mr. Rosenthal, Mr. Goldnamer, Mr. A. J. Levi, and 
Mr. Saul Kaufmann, your brother? A. I really can’t tell 
you. I just don’t know exactly who I meant when I speak 
of “active original owners” in the business. If I had 
meant the Rosenthal Company, I would have probably 
said “'the Rosenthal Company.” 

Q. Yes. Well, if you were referring to the entire or¬ 
ganization and you were referring to the original owners, 
would you not have meant these original- A. “Origi¬ 

nal owners ’ ’ probably was an ill-chosen word. I might have 
said “original investors,” would have come closer to what 
I meant. 

Q. Well, the original investors in the E. M. Rosenthal 
Jewelry Company were very definitely defined, weren’t 
they? A. Yes, sir. 

Q. Well, if you referred to the whole business, the origi¬ 
nal investors or original owners and the whole business, 
- A. If I- 

Q.-you referred to those five? A. I just should like 

to make this as a statement: If Mr. Rosenthal were active 
in the business—by “active” I mean actually working in 
the business—I should have included him in that particular 
term. 

Q. I understand that. But is this fair to say.- that when 
you referred to “the active original owners” of the entire 
business here, that you, according to the best of your 

1566 present recollection, meant the original investors, 
being five in number? A. I wouldn’t say that. I 

wouldn’t say that at all. 
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Q. All right. A. It may have been an ill-chosen expres¬ 
sion; I don’t know. I didn’t know they were going to have 
lawsuits, a*nd I didn’t write that letter for the purpose of— 
of—of defining anyone’s position, except to make a state¬ 
ment that men who were active in the business should re¬ 
ceive some stock after everyone else had been taken care of. 

Q. Now, can you name anyone else, though, other than 
those five, whom you have had in mind at that time as one of 
the active original owners ? A. I may have meant the en¬ 
tire organization. I don’t know. I don’t- 

Q. Wei}, if you had meant the entire organization, what 
other individuals would you have meant? A. I would 
have—if I’d of meant the Rosenthal Jewelry Company, I 
would hate said that M. S. Goldnamer and E. I. Kaufmanm 

Q. All right. Now, if you had meant those original five, 
you had written to Mr. Newman on the 28th of June, some 
ten days before, a letter in which you said that, “Marc de¬ 
clared himself some time ago that he didn’t want any 
further interest for himself, and I now am taking the same 
position.” So that if you had meant the original five, 
analyzing it, Mr. Rosenthal was no longer active, was he? 

AJ He never was active. 

1567 Q. Mr. Levi was dead? A. That’s right. 

(J- Mr. Saul Kaufmann, your brother, of course, 
had passed away? 

• • j • • * * # • • 

i 

The Witness. I think my brother passed away in October 
or some—I think September, October of 1938. I think that’s 
right ! 

The Court Let me suggest this. I don’t want to unduly 
limit cross-examination, but if the letter expresses senti¬ 
ments or ideas different from those that have been testified 
here to on the stand by Mr. Kaufmann, that is a matter of 
argument. What he said in the letter, he said to Mr.. 
Rosenthjal. Now, if he had some other idea than the words 
indicate, he didn’t express that idea to Mr. Rosenthal. If 
he meaijt what the words do indicate, why, it appears from 

f 
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the letter, the expressions themselves. And if he 

1568 meant something that he didn’t say, why, Mr. Rosen¬ 
thal wouldn’t know of that. 

Mr. Wilkes. I see. 

The Court. The letter I think will have to speak for itself. 
By Mr. Wilkes: 

Q. Your brother Saul had passed away, I take it,- 

• •••**••• 

Mr. Gordon. November, 1939. 

By Mr. Wilkes: 

Q. Then, Mr. Saul Kaufmann was still living at that 
time? A. Yes. 

Q. Was he active? A. Well, he was sick prior to 

1569 that, so I wouldn’t say he was active, but- 

Q. Then, if Mr. Rosenthal was inactive, Mr. Levi 
had passed away, you and Mr. Goldnamer were not taking 
any more stock, the only active one that there could have 
been of the original five, if you referred to those five, would 
have been your brother Saul; is that correct? A. If I was 
referring to those five, yes, that’s correct 

Q. Now, Mr. Kaufmann, page 1398 of the record, com¬ 
mencing with the seventh from the last line. I am breaking 
in the middle of the sentence, but I think it will make the 
question clearer by doing so. If in Mr. Gordon’s judgment 
it doesn’t, I will be very happy to have him interrupt me: 

“It would be placing too much power”- 

Mr. Wilkes. Do you get that sir (addressing Mr. Gor¬ 
don) ? 

“it would be placing too much power in the hands of a 
certain corporation, or a certain group, and I am not speak¬ 
ing—it would be just as evil, I would think, if it were placed 
in the hands of what I call the Kaufmann’s, my nephew 
and my sons.” 
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By Mr. Wilkes: 

Q. Now, you were referring at that time to the matter of 
the so-called 10 percent arrangement? A. I was- 

Q. And -I take it that you were stating that in your judg¬ 
ment, if tlae 10 percent arrangement were being made per¬ 
petual, then and under those circumstances it would place 
within the E. M. Bosenthal Jewelry Company or its manag¬ 
ing officers too much authority? 
********* 

1570 Mr. Gordon. And here is what he is talking about, 
right on this page 1150-1198. That is a fair state¬ 
ment of it, though, Mr. Wilkes (showing a transcript to the 
witness). ( 

The Witness. I’m speaking of a contract to be made be¬ 
tween the Bosenthal Company and the stores, 
j By Mr. Wilkes: 

Q. Perpetuating the 10 percent? A. Yes. 

Q. Ancl you felt that it was placing too much power in 
the hands of a certain corporation or a certain group? 
That’s the way you felt about it? A. And I do still feel 
the same way. 

Q. Yes, sir. Now, as a matter of fact, however, today 
and since 1923 you have been the person who has had the 
final say, after everybody else had been heard or before 
they wefe heard—you have had the final say, have you not, 
in connection with all matters pertaining to this jewelry 
business? 

Mr. Gordon. Now, just a minute. 

The Witness. No, sir. 

Mr. Gordon. That is a second- 

The Witness. No. 

Mr. Gordon. It seems to me that that calls for a conclu¬ 
sion of law, the legal relationship of the corpora- 

1571 tions, and so forth. 

1 The Court. No; I think it refers simply to what 
has been done. 

Mr. Gordon. You mean just what the practice has been? 
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The Court It calls for a conclusion, hut that is permis- | 
sible on cross-examination, of course. 

Mr. Gordon. You mean what’s been the practice? 

The Court What has been done in fact, as a matter of 
fact. 

Mr. Gordon. Yes. 

The Court Not the legal conclusion, but as a matter of 
fact ' | 

1572 The Witness. I should say that from the time I 
was sick, which was in 1937, November 1937, I took 
less active part in the business and relied chiefly upon the, j 
what we call, our board of supervisors, which was headed j 
by my nephew; relied chiefly upon their judgments, because 
I know they met at regular intervals and discussed matters 
relating to all the stores. And as time went on, I—as I said 
before, I took less interest. I was sick in ’37. I became | 
president of the Zionist organization in 1940, and that took ! 
a great deal of my time; traveled a lot; and I should say j 
that my—my desires were to do other things than business. 

I had many other interests outside of business, and I was j 
perfectly satisfied. Knowing that we had a responsible I 
group that were doing a excellent job and improving the j 
business in many respects, I relied completely on their 
judgment, although I—as I said, and it has been said, I 
would be consulted from time to time. 

By Mr. Wilkes: j 

Q. And you have also said that you always reserved the j 
right to give the final answer? A. Up to a certain date I 
should say that to be correct, and I believe even to this day | 
that if a matter came up that I thought was wrong, I would 
so express myself and try to convince the men that the { 
particular thing they were doing was wrong; and if they | 
would say, “Well, you may be mistaken,”—I am speaking 
now of policies regarding the retail business. 

Q. But when it comes to the final determination, haven’t 
you said and don’t you now say that Mr. E. I. Kauf- j 




1573 mann reserves the right, if he cares to, to make the 
final determination? 

Mr. Gordon. May I- 

Mr. 'Wilkes. I snbmit that is a fair question, your Honor. 
Mr. Gordon. Just a minute now. I submit that we ought 
to know what we are talking about He has said over and 
over again that the final determination as to the allocation 
of stock, yes. There’s isn’t any question about that 
Mr. Wilkes. Yes. 

Mr. Gordon. Now, as to the affairs of the particular 
stores- 

« • • * • • ♦ • • 

i 

1574 The Witness. I thought, Mr. Wilkes, that you 
understood—and this is not because Mr. Gordon ob¬ 
jected—that I, on the allocating of stocks, up to the—to 
even the present time, I believe I had the final say. 

•By Mr. Wilkes: 

Q. You believe you did? A- Well, in fact, I know I did. 
Q. Yes. A. As to the allocation of stocks. 

Q. Now we are behind that I haven’t asked you about 
that, but !how about other matters? A. Policies of busi¬ 
ness? ! 

Q. All other matters. A. Other matters that related 
completely to the retail stores was taken care of by the 
board of supervisors, and with whom I sat with on many 
occasions, 

Q. Who had the final say? A. I don’t know as you could 
say who had the final say. It rested with the board. My 
nephew, who is chairman of the board—I was with him just 
recently in Atlantic City. They held their board meeting. 
He proposed certain things. The board were not in agree¬ 
ment. What he proposed was not done. 

1575 Q. And this is the chairman of what board? A. 
The Kay Associated, Incorporated, board, or the 

supervising board, whatever name you choose to call it 
Q. Is it the board of directors ? A. No. 
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Q. Of Kay Associates, Inc. ? A. No. 

Q. Does it have any legal status in the world? A. I don’t 
know just what you mean by “legal status.” 

Q. Has it been created by an action of anyone other than 
Mr. E. I. Kaufmann? A. No. I can’t answer that ques¬ 
tion, because- 

Q. Well, by—I beg your pardon; I don’t want to inter¬ 
rupt you. A. All right; go ahead. 

Q. By authority of whom or what corporation was this 
board of supervisors created, if it were not yourself? A. 
Well, in a—we will have to go back to the time of the or¬ 
ganization of the Kay Associated Stores Company. 

Q. Let’s go back. A. And as it has been told here that 
corporation, as I understand it, belongs to the stores. Mr. 
Goldnamer was—as a trustee, was given 50 percent of the 
stock. I received 25 percent, and my son received 25 per¬ 
cent, which was immediately signed and put in escrow for 
the stores; so I would deem—now, I am not a lawyer—I 
would deem that the Kay Associated Stores, Incorporated, 
belongs to the stores. 

Q. Has Kay Associated—Kay Associates, Inc., ever taken 
any corporate action giving the board of supervisors 
1576 any authority to determine all matters of policy with 
respect to all of the stores? A. I wouldn’t be able to 
answer that I don’t know. 

Q. Has any store, any retail jewelry store, taken any ac¬ 
tion through its board of directors giving any authority to 
the board of supervisors ? A. That, you will have to look at 
the records. I wouldn’t know that If the records say so, 
I imagine they did. 

Q. You don’t know it? A. No. 

Q. All right Now, isn’t it a fact, Mr. Kaufmann, that 
you have frequently said—no. Strike out that 

Isn’t it a fact that you said that you were the one, in all 
matters in connection with this jewelry business, referring 
to wholesale and retail, who had the final say, after everyone 
else had been consulted? A. Well, I don’t know if I said 
it just that way, Mr. Wilkes, and if I so testified I imagine 
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that’s what I said, but I am not that type of a person to— 
to take coraplete authority upon myself without consul¬ 
tation. - 

Q. If you don’t have the authority, who has it? 

« • • # • * • 

1577 The Witness. Authority in what, may I ask? 

Mi*. Wilkes. It would mean questions of policy with 
respect to the Kay stores. 

The Witness. At the present time? 

Mr. Wilkes. Yes. 

The Witness. The board of supervisors or the board 
designated by the Kay Associated Stores Company, if such 
a thing did take place. It is the present supervising board 
which I believe represents all of the stores. 

By Mr. Wilkes: 

I 

Q. Andiyou here and now state that they can take a posi¬ 
tion today that is contrary to your expressed wish and 
desire, and override your expressed wish and desire? A. 
No matters, I should say, that relate to merchandising in 
their stores, to personnel in the stores, and many other 
things that come within their scope. It would be utterly 
impossible for me to say just what they are doing. I just 
don’t knciw. But I do know that there is such a board that 
sits regularly, that acts, as I understand it, for all of the 
Kay stores. 

Q. So:that—and this is all I have to ask in connection 
with that matter—is your position today that you have 
the final say in connection with the allocation of stock, but 
that in connection with policy matters you do not have the 
final say? With policy matters other than in connection 
with the allocation of stock you don’t have the final say; 
is that correct? A. I haven’t the final say as to 

1578 policy matter like advertising and many other things, 
I< haven’t the final say. It’s left entirely with the 

board. ! 
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By Mr. Wilkes: 

Q. Up to what point did yon have the final say in con¬ 
nection with all matters: policy matters, allocation-of-stock j 
matters, and all other matters? * A. That, that’s a very 
hard qnestion for me to say, answer. 

Q. Give me yonr best judgment, if you will. A. Well, 
it is a very difficult question. 

Q. Did you ever have it? A. Ever have what? 

Q. Full and complete authority to give the final detenni- j 
nation with respect to all jewerly matters? A. On any | 
important matter, I would say yes. 

1579 Q. Well, if you haven’t any important matter, j 
what occurred if in connection with unimportant j 
matter, then? A. Well, unimportant matter I didn’t even 
bother with. 

Q. But if you wanted to bother with it and you thought 
that the unimportant matter was of sufficient importance | 
for you to make a determination, you would also have that j 
authority, wouldn’t you? A. I don’t like to answer such a | 
question because I don’t—it was never a question of—of | 
authority. That didn’t exist. I don’t go around exercising 
authority in a lot of unimportant matters, and I don’t know 
just how to answer a question of that kind, Mr. Wilkes. I j 
try to be- 

Q. Well, may I ask you:- A. I try to be quite clear 

in the statements I make, and I just can’t answer the 
question. 

Q. Mr. Kaufmann, I want to be quite clear in the ques¬ 
tions I ask, too. 

Up to what point did you have final say in connection 
with policy matters, involving matters which in your judg¬ 
ment were of any considerable importance? A. Well, I 
presume that when I saw that the Kay group of super¬ 
visors, what I would call the board—when I saw that they 
were functioning and that our business was improving, I 
presume that I permitted them to use their judgment to a 
fuller extent. That’s about all—the only way I can answer 
it. I don’t know just how to answer that question. 

i 
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Q. So when you permitted them to use their judgment, 
the source of authority was E. L Kaufmann, wasn’t it? A. 
Well, if you continue to use the word of “authority,” 

1580 I don’t know just how to answer it, because there 
is—I have never exercised any authority with any¬ 
one, not on that basis. 

Q. Well, now, Mr. Kaufmann, you wouldn’t want to give 
the final say, I take it, to any other one person; is that what 
we are to infer from your testimony here? A. Well, Mr. 
Wilkes, if—I would say this, where I would use final au¬ 
thority : if in the Rosenthal Company there were any abuses 
or if in the Rosenthal Company there was departure from 
the understanding that existed among the men or the stores, 
functions, or if the Rosenthal Company through Mr. Gold- 
namer committed acts that I didn’t think were quite proper, 
I then would use my authority. 

Q. Whether it was in connection with the Rosenthal 
Jewelry Company or any particular individual store or the 
Kay Associates, Inc.; that’s correct, is it? A. I would say 
that wherever I was an officer or a stockholder or as one 
who created—helped create the retail stores after a certain 
period, or any company that I felt it was my duty to pro¬ 
tect the stockholders, I would use my authority. I was 
trustee! for two estates. 

Q. 'Well, now, don’t let us get into that. A. Well, I just 
wanted to explain. 

The .Court. Yes. 

The Witness. That I just want to take the opportunity of 
explaining. 

By Mr. Wilkes: 

Q. Well, Mr. Kaufmann, are you now saying this: that if 
the matter were important, even today you would 

1581 exercise your authority in matters of policy and de¬ 
termine what the policy should be? A. Well, we 

have to define what you call “policy.” I am speaking of a 
wrongdoing. 


807 


Q. I am using your term, and you define it. A. Well, I 
am speaking of a wrongdoing on the part of anyone. 

Q. Then, if anyone does anything which in your judgment 
is wrong, today you reserve the right to , make the final 
determination, do you? A. In consultation with the men 
that are associated with me and where the wrongdoing 
occurred. 

Q. Yes. But after the consultation you reserve the right 
today to make the final determination, do you? A. I 
wouldn’t say I reserve the right, and I hope that you won’t 
consider that I am egotistical or intolerant. I would take 
the right, Mr. Wilkes. 

Q. Yes. And you have always taken the right, up to 
today, haven’t you? A. On matters that I considered of 
great importance, or the safety of the stockholders were 
concerned. 

Q. But on those matters where you felt it was necessary 
for you to take position, you have always taken it; is that 
correct? A. Yes, sir. 

Q. Up to this time? A. Up to this time. 

Q. Including matters of policy? A. No, sir; I don’t— 
now, just a moment. I am not in matters of 
1582 policy. 

Q. What constitutes matters of policy, sir? A. 
Well, there are so many things and they’re such, I just 
couldn’t tell you what matters. For instance, we are in a 
war. Directly there are to be—we should be—we are doing 
postwar planning. There are many things that should be 
discussed and action taken. 

Q. One policy would be to determine whether or not to 
have the companies liquid or to buy heavily; that would 
be one policy, wouldn’t it? A. That’s policy, yes; of 
course. 

Q. That is a matter of policy? A. That is right. 

Q. Let us suppose that in connection with that you 
thought at this time liquidity was the complete and abso¬ 
lute answer, but let’s suppose your board felt that they 
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should buy 1 to the extent of every dime’s worth of the 
credit and the cash. A. They would prevail. 

Q. They would prevail? A. That’s right. 

Q. How long has that been the situation? A. I think that 
that situation has always been, more or less. I don’t take 
it upon myself to say, “I think so and so, and no one else 
has a right to discuss the matter with me.” 

Q. When was your board created? A. I don’t know 

exactly. Mr.-you have the record. I just don’t know. 

Here are the records. Will you- 

Q. Would you be willing to state your best recollection? 
A. I should say probably ’36, ’35. 

1583 Q. Before 1935 or 1936 or whenever it was that this 
board was organized, who finally determined the 

policy? A. I think prior to that, I think we then had the 

Kay Associate system or had- 

Q. Did they determine the policy? A. Oh, then I think 
my nephew—my nephew was in the business at that time. I 
think he came in in the early thirties. 

Q. Did he determine the policy? A. I wouldn’t say “de¬ 
termined: the policy.” We discussed matters and we ar¬ 
rived at certain conclusions. 

Q. Who had the final say? 

1584 By Mr. Wilkes: 

Q. To orient you, Mr. Kaufmann, you had said 
that the board of supervisors was created in 1935 or 1936. 
I asked you who had the authority before that, and you said 
Kay Associated Stores, and I asked you in that connection 
who had the final authority to determine questions of policy. 
Now, that’s where we are. A. Well, on any matter of great 
importance, before I’d come to a decision, if I were the 
one that had thought out the plan, I would discuss it with 
many of the men, probably at some meeting that we had, 
managers’ meeting. For instance, in 1929 I thought of 
the plan of creating a safety fund, which we have heard a 
lot about. I remember having a meeting with the group 
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of the supervisors, that we called them then. I remember 
who was there: I think Mr. Katzenberg, Mr. Powder- 

1585 maker, Mr. Golding, and a few others. Wet met at 
the Shoreham Hotel, and I was talking about condi¬ 
tions, and from that I conceived the idea, together with 
them, of creating a safety fund. I don’t know of any 
method that was ever employed where one man would say, 
“This is what I’m going to do, and I don’t want to discuss 
it, and that’s what I’m going to do.” You put the question 
in such a way that it appears that I took it upon myself to 
make all decisions, which is not the fact. 

Q. Prior to nineteen—prior to the time of the creation 
of the board of supervisors, what person, what group of j 
people, had the final say in determining questions of policy? j 
A. Pinal—prior to the creation of the board? 

Q. Yes, sir; in 1935 or 1936. A. I should say that when 
it came to the retail stores I discussed it with my nephew. 

Q. Well, now, excuse me. I don’t want to interrupt you, j 
but I am not talking about discussion. The President of the | 
United States, when he has authority, I imagine discusses 
matters with many people, but there are some things in 
connection with which he has the final authority. Now, I 
say that just by reason of the fact that I am not referring to | 
discussions. I am asking you what person or what group ! 
of people had the final authority, prior to the creation of the j 
board of supervisors, independent of advice and discussion. 
A. I would say that I had, if that’s the- 

1586 Q. And you lost that how? A. I didn’t lose it. 

Q. You still have got it? A. I say I didn’t lose it. j 

Q. Did you delegate it? A. I gave it up because of myj 
health and other reasons and other interests. 

Q. And you delegated it, did you? A. I delegated it to 
this Board. 

Q. Yes, sir. And the Board has had it ever since you! 
delegated it to the Board? A. That is right. 

Q. They still have it? A. That’s right, on policy. 

Q. Yes, sir. And there was no other source of authority 
that delegated that authority to this Board? 


i 
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The Court. I think that follows. 

Mr. Wi|kes. Yes. All right That’s all. 

[ 

• •<# • • • • • # 

1 

1588 1 By Mr. Wilkes: 

Q. Now, you have referred to this Board of Super¬ 
visors. The E. M. Rosenthal Jewelry Company was 
formed in 1923, was it not? A. Yes, sir. 

Q. And then for some years and until the organization 
of General Associates, Incorporated, there was no other 
corporation in the entire jewelry setup excepting the cor¬ 
porations which were formed for the individual jewelry 
houses; fts that correct? Individual retail houses? A. 

' I ^ 

That’s correct. No corporations. 

Q. There did come a time, however, before the organiza¬ 
tion of Kay Associates, Inc., that General Associates, Inc., 
was incorporated; is that correct? A. I don’t know much 
about General Associates. 

Q. That is correct, is it? A. I don’t—you would have to 
look that up. 

Q. General Associates, Inc., was incorporated before 
Elay Associates, Inc., was incorporated? 

1589 \ Mr. Gordon. I think it was in ’33, wasn’t it? 

' General Associates was organized in 1933. The 
Kay Associates was organized in 1936. 

By Mr. Wilkes: 

Q. It is correct, isn’t it, that you had a little difficulty 
with some of the manufacturers who. raised a question as 
to whether or not the Rosenthal Jewelry Company was a 
real wholesale house or merely an agency for the re tail 
stores, as a consequence of which you had some difficulty 
in getting some of the wholesale discounts? A. Only one 
Mr. Goldnamer told me. I don’t really know. I have never 
had any dealings with jewelry manufacturers and know 
nothing about them. 
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Q. Well, as a result of that situation, in any event, yon 
adopted a name, Kay Associated Stores, or something of 
that sort; is that correct? A. Well, it was the Kay Asso¬ 
ciated Stores—it was the—it was the Kay stores that did it. 

Q. I mean before Kay Associates, Inc., was incor- 
1590 porated. A. Yes. 

The Court. The question is: You adopted that 
name before Kay Associates, Inc., was incorporated. 

The Witness. Well, that’s on the letterhead. 

Mr. Wilkes. Yes. 

The Witness. That’s the Kay Associated Stores Com¬ 
pany. 

By Mr. Wilkes: 

Q. Yes. And it wasn’t an incorporation? A. No. 

Q. It was just a name that you picked up? A. That’s 
right. 

Q. Is that correct? A. Didn’t pick it up; I figured it out. 

Q. Well, figured it out yourself. In any event, it was 
employed? A. Yes. 

Q. And when General Associates was formed it is not a 
fact that the real functions of the Kay Associated Store® 
were taken over by General Associates, Inc.? A. I don’t 
know much about General Associates, but it appears to me 
that their—I saw a letter from our Mr. Fertig just here 
the other day, who was our accountant at the time, setting 
forth the reasons of having other—the General Associates 
doing other business, because of some holding-company 
law or whatever it was: I don’t know. In fact, Mr. Wilkes, 
I know so little about General Associates that I—I wouldn’t 
discuss it with any degree of authority or knowledge. 
#»•*###•• 

1592 Q. Now, page 147, in your deposition taken down in 
Florida, you said, top of the page,- 
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By Mr. Wilkes: 

Q. At the top of the page, the second line: “and I will 
say to you that in my judgment now, and it has always been, 
the Rosenthal Jewelry Company exists by reason of the 
Kay stores, and not vice versa.” And I take it that is still 
your position? A. Yes, sir. 

Q. In other words, if the stores should stop buying mer¬ 
chandise from the E. M. Rosenthal Jewelry Company to¬ 
day, the Rosenthal Jewelry Company would only have by 
way of assets the accounts and the jewelry which it has in 
its list of assets? A. I wouldn’t say that I don’t know. 
I wouldn’t know that In five or ten years from now the 
Rosenthal Company may be handling something entirely 
different than jewelry. I don’t know that 

Q. Bht if it had no retail business tomorrow morning, 
would it have any value, in your judgment, other than the 
liquidating value of its physical assets, including the ac¬ 
counts? A. It would have a liquidating value if they 
1593 had no retail customers of any kind. 

Q. Yes. And just that? A. Well, unless they de¬ 
veloped something else. I don’t know. 

Q. But when you say “liquidating value,” it would have 
the amount that it could realize from the jewelry on hand 
and the accounts, minus whatever they had to pay out by 
way of expenses and debts ? A. If the Rosenthal Company 
were to find itself without customers and were not ingeni¬ 
ous enough to develop anything else, then it would have 
just liquidating value, like any other corporation. 

• ••#*••*# 

Q. Yes. When you went out from time to time to get a 
lease, to the end that a new corporation could be formed, 
you realized, did you not, that if the corporation were 
formed it would be another customer for the E. M. Rosen¬ 
thal Jewelry Company? A. That’s right. 

Q. And in so doing you acted in the interest of the E. M. 
Rosenthal Jewelry Company in producing another custo¬ 
mer? A. Well, the Rosenthal Jewelry Company benefited. 
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Q. Yes, sir. You knew that before you opened up 

1594 the store, didn’t you? A. Yes. 

Q. And it was a fact that it did benefit? A. That’s 

right. 

Q. And yet, are we to understand that when you went 
out to get a new store you completely divested yourself 
from any position as president of the E. M. Rosenthal 
Jewelry Company and invested yourself as a representative, 
agent, or trustee of a corporation to be formed? Is that 
mentally what was in your mind? A. Well, I never thought 
of it. That is something that one doesn’t think of. 
********* 

Q. You have referred to making supervision trips, and 
you haven’t mentioned the fact, if it is a fact, that Mr. 
Goldnamer -went on many of those trips with you. Is that 
true? A. Mr. Goldnamer went on trips with me, many 
trips, and I imagine on the basis of taking care of the 
merchandising end of it. 

Q. You imagine that? A. I would think that was the 
only reason he should go. He was busy. I was busy. If 
I asked him to make a trip with me to a certain store, 

1595 it was for the purpose of—my end of it was clearly 
defined. I may have asked him to do something re¬ 
lating to the retail end. He may have asked me something 
about the wholesale end of it. I don’t know. I can’t 
answer that. 

********* 

1599 Q. And when you went away nobody did the super¬ 
vising? A. Certainly there was supervising being 

done. 

Q. And who did it? A. I just don’t remember. As I 
tried to tell you this morning, Mr. Katzenberg probably 
did it up in New England. Mr. Levi, if he was living, did 
it up in New England. My brother would do it in Penn¬ 
sylvania. There was supervision going on all the time. , 

Q. So that when you went away on these summer vaca¬ 
tions during that period, Mr. Goldnamer continued to do 
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just his job, and he didn’t undertake to do any of your job; 
is that correct? A. If Mr.—Mr. Goldnamer had his job to 
do. I ipay have asked Mr. Goldnamer to do something for 
me personally. I may have asked Mr. Goldnamer to make 
a lease that should have been made. He was rather skillful 
in doing that. If Mr. Goldnamer had ideas that I was 
completely relying upon him, he is mistaken. I may have 
conveyed that to Mr. Goldnamer, the same as I try to 
convey to every man that I come in contact with or have 
any association with. If he is in a business with me, I don’t 
tty to belittle a man; I bring him up and I try to 

1600 make him feel he is a very important person to me. 

• *••••••• 

♦ 

1601 i [Defendant Goldnamer’s Exhibit No. 2 received] 

• *••••••• 

1602 By Mr. Wilkes: 

Q. What did you refer to, in the summer of 1925, 
when you said, “I always feel guilty letting you do the 
major part of the work of our partnership. I will try to 
make up to you in some other way”? A. Well, Mr. 
Wilkes, it has always been my habit in dealing with men, 
particularly younger men, to not only thank them for 
doing nay work, and making them believe that they are, if 
they really are, telling them so, that they are doing a good 
job and that I appreciate what they are doing, and that—I 
may have indicated to Mr. Goldnamer, and I have done to 
many others, that I am not working very much and they’re 
doing all the work, and when actually, jf it were added up, I 
probably was doing a greater part of the work. I don’t 
know. J 

Q. Yes. Well, now, isn’t it—doesn’t that refresh your 
recollection in this: that in the summer of 1925 actually 
Mr. Goldnamer was doing practically all of the supervising 
work? A. No, sir; it does not And, Mr. Wilkes, we may 
as well understand. If you wish to go into the letter, which 
I don’t think is even pertinent to the relationship that 
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existed between Mr. Goldnamer and myself, I shonld 

1603 say to you that Mr. Goldnamer at that particular 
time was timid man. He had no money. I happened 

to have money. If I felt that I would want to encourage 
Mr. Goldnamer to take care of a note for me that I may have 
forgotten, I would ask him to do so. I would compliment 
him, as it were, to ask him to lend me some money, which he 
has never done. 

Q. All right. Now, Mr. Kaufmann, one further subject 
and then I think I am through: It is a fact, isn’t it, that up 
until 1936 the allocations which you had made in the various 
retail jewelry corporations were substantially in the same 
proportion, insofar as it affected the interest of the original 
five stockholders in the E. M. Rosenthal Jewelry Company, 
as those people held stock in the E. M. Rosenthal Jewelry 
Company? 

1604 Mr. Gordon. I object to that The record speaks 

for itself, the stipulation- 

The Court. The record shows the allocation was in pro¬ 
portion, does it not? 

Mr. Wilkes. May it please the Court, it does show it, but 
there have been occasions when this has been discussed 
with this witness and I think he can just state what he knows 
to be a fact. 

The Court. It is in the record and I don’t see any neces¬ 
sity for it. < : | 

Mr. Wilkes. Do you concede that is in the record? 

Mr. Gordon. I said the stipulation states exactly what 
it is. Of course I don’t concede that is the situation. 

The Court. It is a matter of argument. 

• ••••••*• 

1606 Marcus S. Goldnamer resumed the stand 
By Mr. Gordon: 

Q. Mr. Goldnamer, you were the treasurer of the E. M. 
Rosenthal Jewelry Company, weren’t you? A. Yes, sir. 
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Q. Now‘this sheet that Mr. Levin gave me that has to do 
with salaries and which we have checked and found it cor¬ 
rect, and the ones we have spoken of shows that Robert 
Kanfmann began to be paid a salary by the E. M. Rosenthal 
Jewelry Company in 1937, and then he continued to receive 
a salary. 

Now let me ask yon if this isn’t correct, that Robert 
Kanfmann worked for the E. M. Rosenthal Jewelry Com¬ 
pany from that time np until the time he went into the army. 
That is right, isn’t it? A. There was some time in there 
where Ml Robert Kanfmann had a printing establishment. 

Q. That was before he went with yon, I think. A. 
1607 But regardless of that I think if it wasn’t, he always 
was in the employ of the E. M. Rosenthal Jewelry 
Company. 

Q. Up until the time he went into the army? A. Yes, 
sir. 

Mr. Gordon. That is so. I will have to establish that 
date. 

Mr. Wilkes. As far as I am concerned, yon can ask Mr. 
Kanfmann right there. 

Mr. Gordon. When did yon go into the Army, Robert? 

Mr. Robert Kanfmann. 1941. 

By Mr. Gordon: 

Q. Isn’t it a fact that he got a salary commensurate with 
what yon thought was his ability and to that was added part 
of the salary which had theretofore been gotten by Mr. 
E. L Kanfmann? 

• ••#•##** 

i 

A. M^. Robert Kanfmann came into the Rosenthal 
Jewelry; Company as assistant buyer to learn the business 
and so on and so forth, and he got a nominal salary of $30 
or $40 a week, I think. I know it was never more than $60. 
I do know he got $60 up until 1944 when we had this last 
Rosenthal Company stockholders’ squabble. 

Now Mr. Kanfmann said I was mistaken or confused, but 
I am not mistaken or confused about this. 
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Q. Never mind. A. Mr. Kaufmann’s son Robert 

1608 got only that part of his salary from the Rosenthal 
Company that went for his services as such. The 

very large part of Robert Kaufmann ’s salary as shown on 
the books of the Rosenthal Jewelry Company and all of 
these schedules represented that part of Mr. E. L Kauf¬ 
mann’s salary that he had decided to pass on to his boy.- 
Q. That is right. So Roberta salary came from two 
sources, his own efforts and part of E. L’s. A. Up to the 
extent of the maximum of $60 a week and the same thing ap¬ 
plied to Joel. 

Q. The same thing applied to Joel while Joel worked for 
the E. M. Rosenthal Jewelry Company! A. I don’t recall 
Joel working. When Joel worked for the Rosenthal Jewelry 
Company he didn’t get any part of Mr. Kaufmann’s salary. 
Q. He just got his own salary f A. Yes, sir. 

Q. And later on he got part of Mr. Kaufmann’s salary 
from the Rosenthal Jewelry Company! A. He and Bob to¬ 
gether, plus Bob’s services in the Rosenthal Jewelry Com¬ 
pany represented the amount Mr. E. I. Kaufmann would 
have received had he not made that change. 

Q. And when Joel quit work for the Rosenthal Jewelry 
Company he was either working for one of the stores or for 
the Kay Associates. That is, he has been connected with 
the organization in one way or another from 1934 up to the 
time he went into the Navy. That is right, isn’t it! A. Up 
until now. He is still connected in some capacity. He draws 
his salary and everything else. 

Q. He always drew the same salary from the E. M. 

1609 Rosenthal Jewelry Company! A. Wherever he did 
draw it he is drawing it now. 

********* 

Q. It is a fact he hasn’t gotten it any more from the 
Rosenthal Company! A. Positively, no. 

• • * * • * • * • 
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Arthur D. Katzenberg, was called as a witness for and on 
behalf of Defendants Kaufmann 

Q. Are yon connected with any of the Kay stores? A. 
Yes, sir. 

Q. If so, state what ones and in what capacity. A. 

1610 At the present time I am manager of the Kay Jewelry 
Company of Boston. I supervise that store and also 

th,e Kay Jewelry Companies of Lynn, Salem, Lawrence, 
Waltham and Framingham. 

• • i • * • • • • • 

Q. Yon are manager of the Boston store? A. Yes, sir. 

Q. Are yon an officer of that store? A. Yes, sir. 

Q. What office? A. President 

Q. How long have yon been the president? A. I think 
since 1937 or thereabouts. 

Q. When did yon first have anything to do with any of the 
Kay stores? A. In the fall of 1920 I worked for the Kay 
Jewelry Company of Beading, Pennsylvania, under Mr. 
Saul Kahfmann. 

Q. Now I don’t want a long detailed history but would 
yon tell the Court in a few words what yon have done since 
that time? 

Just bring yourself up to this date. Tell him of your 
activities from 1920 to date. A. From 19211 managed the 
Kay of Allentown, Pennsylvania, and during that year Mr. 
Sam Meisner, the manager of the Columbus, Ohio, store was 
ill, so I went out to run that store for a few weeks and 
c,ame back after he had recovered. So I came back 

1611 to Beading and went to Allentown again, and I 
stayed in Allentown through 1921. 

In 1$22 I worked for the Bay Jewelry Company of De¬ 
troit and in that year I went to Springfield, Massachusetts 
where J opened up the Kay Store of Springfield. 

In 1924 I opened the Kay Jewelry Company of Boston, 
and after that I found locations and stores that were opened 
in Lynn, Massachusetts, Brockton, Mass., Waltham, Mass., 

f 

I 

i 

i 
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Salem, Mass., and Providence, Rhode Island, was also ! 
opened np. 

I think in 1925 Lawrence and Malden were opened. 

Dnring that period, which I think wonld bring it np to 
1929, I looked ont for the interests of those stores except j 
Providence and in addition to that 1^ looked ont for the j 
interest of the Springfield store, the Kay store in Worcester, 
the Kay store in Buffalo. 

I also at one time after I had given np looking after some 
of those stores, I supervised the Kay store in Washington, | 
D. C., for a short time and now I am supervising the Boston j 
store, the Lynn store, the Salem store, the Lawrence store, j 
the Waltham store, and the Framingham store, and I think 
that covers it 

Q. Are yon a stockholder in a good many of these Kay I 
stores? A. I have stock in 24 stores. 

Q. In 24 stores? A. Yes, sir. 

Q. Are yon a stockholder in the E. M. Rosenthal 
1612 Jewelry Company? A. No, sir. 

Q. Are yon related to any of the parties to this 
suit? A. No, sir. 

| 

Q. Have yon ever been employed by the E. M. Rosenthal 
Jewelry Company? A. No, sir. 

Q. Have yon ever received any salary from the E. M. 
Rosenthal Jewelry Company? A. No, sir. 

Q. Are yon familiar with the practices of the stores pay¬ 
ing 10 per cent on purchases from the E. M. Rosenthal j 
Jewelry Company? A. Yes, sir. 

Q. Have yon ever heard until recently any connection 
by anyone that that 10 per cent included supervision? 

Mr. Rover. I object. 

The Court I don’t know how pertinent it is, but I will 
let him answer and then I will rule. He may answer. 

The Witness. It never included any supervision. 

Mr. Rover. I move the answer be stricken as not re- j 
sponsive to the question. 

The Court That isn’t a good objection. That isn’t a 
good objection for anybody except the person who asked the 
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question. I think that is a well-settled point. If the answer 
wonld otherwise be competent evidence and relevant evi¬ 
dence, it is only the person who asks the question that ob¬ 
jects that it t is not responsive. 

Mr. Rove?. I move it be stricken because it is not relevant 
evidence in th^ case. 

1613 Mij. Wilkes. May I add to that it is definitely a con¬ 
clusion of fact and of law. 

The Comft. Yes, I get that 

4 

By Mr. Gordon: 

i 

Q. In the stores in which you were associated, what per¬ 
centage did they have to pay on purchases before they be¬ 
came purchasers in the E. M. Rosenthal Jewelry Company? 
A. Well, I don’t know of any instances, but there were some 
instances we paid certain amounts, we bought certain lines 
of merchandise at cost plus 6 to 10 per cent, and I imagine 
where they were bought for more- 

Mr. Bayre Levin (interposing). I can’t understand that 
question. Whose cost? 

The Witness. The distributors’ cost. 

Mr. Rover. Paid by the store to the distributor. 

The Witness. Yes. 

Mr. Bayre Levin. Was that a wholesaler? 

The Witness. Yes. 

Mr. Bayre Levin. How does this witness know? 

The Witness. I know the discount the distributor got on 
watches and what they sold them to us at. 

Mr. Wilkes. Is the time implied here? 

Mr. Gordon. It was in the question before the formation 
of the Rosenthal Jewelry Company. 

Mr. Wilkes. Yes, that is before 1923. 

Mr. Gordon. Yes, that is right. 

1614 By Mr. Gordon: 

Q. Now you have heard the—now tell us just in a 
few words about the meeting, if any, that the managers had 
in Atlantic City during the course of this Kay store organi- 
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zation? A. Well all the managers, we had those meetings. 
They had them usually twice a year and we had discussions 
of our own problems and trying to help each other out and 
talk things over in general, and find out about the market- j 
ing of merchandise and all things pertaining to the manyj 
angles of our business. 

Q. Now I am speaking of the period back of this, prior 
to, let us say the year 1933 when Mr. Cecil Kaufmann began 
to get active in the business. A. In addition to those meet¬ 
ings in Atlantic City I used to call regular meetings every; 
month in Boston at which managers of many stores in New! 
England or all of them attended once a month, in which we 
discussed our plans, planned our advertising and mer¬ 
chandising, doing our own advertising and running our 
business in that manner. 

Q. Did the E. M. Rosenthal Jewelry Company give you; 
any instructions as to how to conduct those meetings youj 
had in Boston? A. Oh, no. 

Mr. Bayre Levin. I object to that question. Mr. Gordon; 
has been very sensitive about questions of that kind. 

The Court All right, put the question before. 

1615 By Mr. Gordon: 

Q. All right, let us see where we get. 

Now I am talking about the period prior to 1933, prior toj 
the time that Cecil Kaufmann began to take an active in-l 
terest in affairs. 

To what extent did the stores with which you were asso¬ 
ciated receive visits from or have any relations with Mr. 
Rosenthal? A. We never saw Mr. Rosenthal at our stores. 

Q. Did you have any relations with him? A. No business 
relations. 

Q. Now to what extent did you see Mr. Goldnamer and 
in what connection? A. We saw Mr. Goldnamer on visit, 
he was passing through on his way to Maine on his vaca¬ 
tions. 

He also came up I would say at rare intervals showing 
us merchandise. He also came up to New England on leases 


i 
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at different times, talking to landlords and occasionally to 
a bank. 

Q. Did he ever tell yon how to run your stores ? A. Well, 
he never told me how to run a store, no. 

Q. Did you ever hear the word “supervisors 7 ’ used in 
connection with the Kay stores until after 1933 when Cecil 
Elaufmann got up this Board? A. We never used the term 
“supervisors” or* “supervision,” until the Board was 
formed. I didn’t know what that was I think until, I think 
it was about 1936. 

Q.| Does this Boston store of which you are the 
1616 president have any contract or agreement with the 
E. M. Rosenthal Jewelry Company that it will pur¬ 
chase merchandise from the E. M. Rosenthal Jewelry Com¬ 
pany for any terms, that is, for any length of time? A. 
No, sir. « 

Q. Would you consent to entering into any such contract? 
A. No, sir $ I would not. 

Mr. Wilkes. I object to that, your Honor. 

The Court. That was answered. 

By Mr. Gordon: 

Q. You have described the situation prior to the time Mr. 
Cecil Kaufmann became active. 

Will you tell the Court just in a few words what de¬ 
velopment was made under Mr. Cecil Kaufmann’s sug¬ 
gestion and how the supervision has been formed from 
1935 or whenever the time was down to the present time, 
but not at great length? 

• •••••••• 

t 

The Witness. When Mr. Cecil Kaufmann took over the 
part of management one of his first acts, and rightfully so, 
he broke ,up this sectional grouping of stores and formed 
our thinking on larger lines where we were thinking of all 
the stores as a whole, and in accomplishing that there was 
a redistribution of supervision, and then we called in 
supervision beginning then, and at that time he really 
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1617 formed a definite well thought out plan of super¬ 
vision. 

The actual things that a person was to do was to super¬ 
vise his store and the way of doing it was made more flexible 
so it could be used as we thought better in all the stores, and 
that formed a very close relationship and I would say we 
did very well under the Board of Management under Cecil 

KflnfiTmnTi. 

By Mr. Wilkes. 

Q. Mr. Katzenberg, who first introduced you to the Kay 
group? A. Mr. Ed Rosenthal. 

Q. At what year ? A. I said I started in 1920, Mr. Wilkes. 

1618 By Mr. Bayre Levin: 

• •••••••• 

Q. XJnder what circumstances did it come about that you 
undertook the supervision of these stores? A. That I am 
supervising now? 

Q. Yes. A. They were assigned to me by Mr. Cecil 
Kaufmann. 

Q. Was that at a meeting of supervisors or managers? 
A. Yes, we got together and decided which stores we 
thought we could handle best and do the best job on. 

Q. And who do you refer to when you say “we”? A. 
The Board of Supervisors. 

Q. Now prior to the time there was a Board of Super¬ 
visors did you assume the supervision of any stores besides 
the ones of which you were manager? A. Well, I didn’t 
call it supervision, sir, but I did that type of work. 

Q. And with whom did you consult in connection 

1619 with undertaking the supervision of those stores ? A. 
I always consulted on most all problems with Mr. 

E. L Kaufmann if they were matters pertaining to the 
stores. 
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Q. And .with respect to those stores he suggested yon 
undertake.'to supervision of those stores? A. Yes. So, I 
would say when I opened a store I just assumed I was going 
to take care of it. 

Q. But in addition to the stores you opened you did super¬ 
vise other stores? A. Yes, sir. 

Q. AndlMr. E. I. Kaufmann consulted with you in connec¬ 
tion with;your taking over the supervision? A. That is 
correct. ! 

Q. And did Mr. Goldnamer participate in those con¬ 
sultations with you and Mr. Kaufmann? A. Not always. 
Very seldom, I would say. 

Q. But you did discuss what you were going to do with 
Mr. Goldnamer? A. I did regarding one store that I can 
recall distinctly. 

Q. Now Mr. Goldnamer you say has called on you many 
times ? A. I didn’t say many times, sir. 

Q. How many times ? A. I would say in the past 20 years 
that Mr.rGoldnamer has maybe been in the Boston store six 
or eight jtimes. 

Q. Anjd two of those occasions were in connection with 
the banking for the Boston store? A. No, the bank- 
1620 ing problems were taken care of in Springfield and I 
took care of them myself until such time as the diffi¬ 
culties with the bank started, and then Mr. Goldnamer 
handled it 

Q. And that was banking in Springfield in connection 
with the Boston store? A. That is correct, sir. 

Q. Do you recall the particular lease or leases in which 
he was interested? A. Yes, sir. 

Q. What leases were they? A. Lynn. Mr. Goldnamer 
also handled the lease in Salem, that is, the preliminary 
work. I did the final work on it 

Q. Yes. A. He would make the preliminary arrange¬ 
ments with the landlords and I would take on from there 
with counsel, and he also took charge of the arrangement? 
in the Waltham store. 

» 
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Q. You have mentioned three New England stores. A. ! 
Yes, sir. 

Q. What other stores are there? There is the Boston 
store. A. Yes, sir. 

Q. And the Framingham store. A. Yes, sir. 

Q. Did he have anything to do with the lease on j 

1621 that store? A. No. j 

Q. Did Mr. E. I. Kaufmann have anything to do 
with it? A, No. | 

Q. When did yon learn that yon were to he manager 
of the Boston store? A. Mr. E. L Kaufmann told me so. 

Q. When? A. When I was manager of the Springfield I 
Store in 1927. 

Q. That was after the Boston store was opened? A. Oh, 
no. I opened the Boston store. 

Q. And he told yon yon were to be manager? A. Yes, sir. j 
Q. Were yon allotted stock in that store upon its or- j 
ganization? A. Yes, sir. 

Q. And did yon know that the E. M. Rosenthal Jewelry I 
Company was allotted stock? A. Yes, sir. 

Q. Did yon know at that time the E. M. Rosenthal Jewelry 
Company was allotted 60 per cent of the stock? A. Yes, j 
I knew that they got 60 per cent of the stock without putting | 
up any money. 

Q. And yon knew that Mr. E. L Kaufmann was Presi¬ 
dent of the E. M. Rosenthal Jewelry Company? A. I never 
knew that. I knew he was an officer. That I knew. I don’t [ 
recall that I remember just who was President or! 

1622 what. 

Q. The two active officers were Mr. Kaufmann and 
Mr. Goldnamer? A. I understood so. 

• • • • * # • # • ! 

1623 By Mr. Bayre Levin: 

Q. Did yon know upon the organization of the Kayj 
Jewelry Company in Boston that the E. M. Rosenthal 
Jewelry Company received 1250 shares, the entire capital 
stock of that company? A. I didn’t know it. 


Mr. Gordon. Just a moment 

Mr. Bayre Levin. Let me finish the question. 

The Court. He says he didn’t know it anyway. 

Mr. Gordon. All right. 

By Mr. Bayre Levin: 

Q. From whom did you buy the 125 shares of stock you 
bought? ; A. I could not tell you at this moment who I 
bought the stock holdings from. It was a promotion of 
stock. Someone was out selling it. I can’t recall who I 
sent my fcheck to. 

Q. With whom did you discuss the purchase of 125 
shares? A. Mr. E. I. Kaufmann. 

Q. Do you know to whom you gave your check 

1624 payable for that stock which you purchased? A. No, 
I do not. 

• *#*♦#••• 
* 

i 

, By Mr. Bayre Levin: 

Q. Yofu say, Mr. Katzenberg, that Mr. E. L Kaufmann 
told you to assume the position as manager of the Kay 
Jewelry Company of Boston ? A. I said so. 

Q. And having told you to do that you did it without 
question? A. Of course. 

Q. Was that because you knew he was an officer of the 
E. M. Rosenthal Jewelry Company? A. No. 

Q. I beg your pardon. A. No. 

1625 ! By Mr. Gordon: 

Q. You spoke of one store Mr. Goldnamer talked to 
you about. What one was that? A. Buffalo. 

Q. Did Mr. Goldnamer have some position with the 
Buffalo store? A. He was an officer there. 

Q. He was an officer? A. Yes. 

Mr. Gordon. The certificate that Mr. Levin put in shows 
Mr. Goldnamer was President of the Buffalo store from 
1933 to 1938. 

The Court. Yes. 
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By Mr. Gordon: 

Q. Does that coincide with yonr recollection? A. Yes, 
sir. 

, Mr. Rover. Buffalo or Boston? 

Mr. Gordon. Buffalo. ( 

By Mr. Wilkes: j 

i 

Q. Isn’t it a fact Mr. Goldnamer had a number of con¬ 
ferences with' you in connection with the Washington, D. C., 

* store? A. I said so. 

Q. And who preceded you as president of the ! 

5 1626 Washington- A. I believe Mr. Goldnamer. 

• • * * * * * * • 

! 

Milton E. Goldman, was called as a witness for and on 

* behalf of Defendants Kaufman n 


t 

. i 
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• ••••*•• *| 

Q. Are you connected with any of the Kay stores? A.! 
I am. 

Q. Would yon please tell the Court what stores you are 
connected with? A. I am President of the Brockton, Quincy 
and Malden stores. 

Q. You are President of those three? A. Yes, sir. 

Q. You are familiar enough with this case to know what 
I mean by the five people connected with the Rosenthal 
Jewelry Company, aren’t you? A. Yes, sir. 

1627 Q. Do those five altogether own the majority of the 
stock in any of the stores you are President of? A. 

Now? 

• Mr. Bayre Levin. I object to that. The record speaks 
for itself there. 

The Court If it is of record, of course. 

Mr. Gordon. I will call the Court’s attention to the fact 
at this time that that is the fact as shown by the records we 
have [stipulated Exhibit No. 1] that five of them do not owjn 
a majority in the three stores he is president of. 
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By Mr. Gordon: 

Q. Will yon just briefly, without taking a great deal of • 
time, state what your history has been in the Kay business, 
how you got started and what you have been doing since? 
A. Mr. E. L Kaufmann finally talked me into joining the 
Kay retail stores in 1928. He had done it once before and I 
didn’t respond. He told me to go out and find a town, a 
location, and I should open a store. 

I traveled' around quite a bit until I finally got up to New 
England which suited me all right, and with Mr. Katzen¬ 
berg’s assistance, who was well acquainted up there, opened 
a store in Brockton about 25 miles out of Boston. 

The following year I suggested we open a store in Quincy 
which was opened and the next year Mr. Katzenberg and I 
were still sdouting around for locations and we discovered 
a good location in Salem after two or three years of work, 
and we opened the store in Salem. 

When Mr. Katzenberg went to Washington I was 
1628 given supervision of several other stores in Massa¬ 
chusetts for a short time. 

At the present time I supervise only the stores I have 
mentioned. 

Q. Are you a stockholder in other Kay stores? A. I 
am a stockholder in ten Kay stores. 

Q. Are you related to any of the parties in this suit? A. 
None whatsoever. 

Q. You are familiar with the 10 per cent which has been 
paid to the Rosenthal Jewelry Company, are you not? A. 
Yes, sir. t 

Q. Is that 10 per cent, does that in part pay for any 
supervision* of your stores by the E. M. Rosenthal Jewelry 
Company? A. Not at all in my experience. 

Q. Have you any knowledge as to whether your stores 
could buy from other people on the basis of 10 per cent? A. 
Well, I went with the organization in 1928 and we were 
buying frojn the Rosenthal Company. It had been the 
proposition: for five years when I came there so there was 

i 
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no occasion for me to go ont and buy my merchandise. I had j 
a source of supply. 

Q. Your answer is you don’t know? A. If I broke down 
and confessed I did get goods, I bought goods outside when | 
I could not get them from Rosenthal some of these fellows j 
back here might get the “big stick” after me. 

Q. You heard Mr. Katzenberg’s testimony as to the meet¬ 
ings in Boston. 

1629 I won’t go into that with you. Do you agree with 
what he said? A. Fully. 

I 

^ _ .. — ^ _ _ I 

* * * * # * • ♦ • | 

I 

Q. To what extent did you see Mr. Rosenthal in the con-: 
duct of the affairs of your stores? A. I never saw Mr.! 
Rosenthal in Brockton. I don’t think he was ever there or 
at any other stores. . j 

Q. And to what extent did you see Mr. Goldnamer? AJ 
I would have to tax my memory. I remember one time 
Goldnamer went with me from Boston down to Brockton tcf 
visit some relatives. Outside of that I don’t recall that he 
was in the Brockton store. j 

Q. Did Mr. Goldnamer give you any instructions about 
running your stores ? A. He never did. 

Q. Have you ever gotten a salary from the E. M. Rosen¬ 
thal Jewelry Company? A. No. j 

Q. Do any of your stores have any contract with the E. M. 
Rosenthal Jewelry Company whereby they are expected to 
buy merchandise at 10 per cent, that is any definite length 
of time? A. No, sir. 

' i 

Q. Would you care to enter into such a contract? A I 
would not 

i 

• • • * • # • • ! • 

i 

1630 By Mr. Wilkes: j 

Q. Mr. Goldman, did you confer at all with Mr. 
Goldnamer in connection with the making of the Quincy 
lease? A. Yes, sir. 
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Q. On how many occasions? A. Well, I think Mr. Gold- 
namer, I think he decided the first lease and the second lease. 
We have had two leases signed in Qnincy. He came np to 
Boston bnt he didn’t have to go to Qnincy becanse the land¬ 
lord’s office -faas in Boston. 

Q. Mr. Gqldnamer negotiated that lease? A. The origi¬ 
nal lease? 

Q. Yes. A. He signed it. I negotiated it. 

Q. How mnch correspondence did yon have with Mr. 
Goldnamer with respect to the lease? A. That I can’t re¬ 
call at this late date. 

Q. Any? A. I can’t recall any, at this late date. 

Q. Yon cqn’t recall any correspondence? A. Abont the 
Qnincy lease ? 

Q. Yes. A. I don’t recall any. 

Q. Who instituted negotiations for the Salem lease? A. 
I think the same thing. Mr. Goldnamer signed the lease 
and Mr. Katzenberg and I went through all the motions 
necessary to get the location and fix the rent and 
1631 have the alterations made before Mr. Goldnamer 
signed the lease. 

Q. Do yon recall Mr. Goldnamer having come np to Salem 
to discuss the lease with the owner of the property? A. I 
really don’t 

Q. Who preceded yon as President of the Brockton, 
Qnincy and Malden stores? A. I think Mr. Goldnamer 
happened t6 be president of each of them, as I recall. 

Mr. Wilkes. That is all. 

Cross Examination 

By Mr. Bayre Levin: 

Q. Did yon attend any meetings at which you were ap¬ 
pointed president in succession to Mr. Goldnamer, any 
corporate meeting? A. That I don’t recall. 

Q. When did yon first find out you were president of 
these companies, Mr. Goldman? A. I should say about 1937, 
abont eight years ago. 
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Q. Who told yon that yon were president? A. I received 
the cnstomary minntes apprising me I was president. I 
think Mr. Kanfmann had given me warning, E. I. or C. D., | 
that I was to be president. 

Q. Now my notes indicate that yon said something like 
“I felt if I broke ont and confessed to these outside pur¬ 
chases the fellows ont back would get the ‘big stick 7 after | 
me. 77 A. That is right 

Q. Is that approximately what yon said? A. Well, j 

1632 we have a practice of buying their goods. 

Q. Is that approximately what yon said ? A. That i 
is approximately what I said; yes, sir. 

Q. When yon say “the fellows ont back 77 whom do yon 
refer to ? A. I mean in the Rosenthal Company. 

i 

**•#**••# 

By Mr. Gordon: 

j 

Q. I meant to ask yon this and forgot to, have yon ever 
heard the word “supervisors 77 used in connection with the 
Kay Jewelry Stores until some seven or eight years ago 
until Cecil Kanfmann got up this Board? A. Not in con¬ 
nection with the job we are now doing; no, sir. ! 

*••**••• *j 

1633 Benjamin B. Golding was called as a witness for 

and on behalf of the Defendants Kanfmann j 

*•*****•• 

Q. What is your occupation, Mr. Golding? A. Managei* 
and Supervisor of Kay Stores. 

Q. What stores are yon connected with? A. Kay Jewelry 
Company of Hartford; Kay Jewelry Company of New Bed¬ 
ford; Kay Jewelry Company of Waterbury; Kay Jewelry 
Company of Springfield; Kay Jewelry Company of Wor¬ 
cester; Kay Jewelry Company of Woonsocket; Kay Jewelry 
Company of Pawtucket; Kay Jewelry Company of Provi¬ 
dence; and Kay Jewelry Company of New Britain. 

Q. Yon are manager of one and supervisor of the others? 
A. Yes, sir. 
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Q. Which one axe you manager of? A. Kay of Hartford. 
Q. Are yon president of any? A. I am President of 
Hartford, Springfield, New Britain, Waterbury, Worcester 
and Buffalo. 

Q. When did you first come with any of the stores in the 
Kay Organization? A. In the fall of 1920. 

• * • • • • * # 

1634 • Q. That was before the organization of the E. M. 
Rosenthal Company? A. Yes, sir. 

Q. What store was that? A. I was with the Whitman 
Jewelry Company of Reading, Pennsylvania, and I was a 
stockholder in that store. 

Q. And a employee? A. Yes, sir. 

Q. Will you please tell the Court just very briefly the 
story in connection with where you have been at different 
times and how you got where you are now? A. It started 
at 1920 from Whitman at Reading and from there to Co¬ 
lumbus, Ohio, in 1921, until May 30,1923, when I opened the 
E!ay Jewelry Company of Hartford, Connecticut. From 
tliat point oh these other stores went along right with them. 

i At that time in 1926 and 1927, in 1927 there was the 
Tegrm and that jewelry company in Hartford. The Kay 
Jewelry Company in Waterbury and also from that point on 
until the change of supervision with these additional stores. 

Q. Are you a stockholder in any of the Kay stores? A. 
Yes, sir. 

Q. In how many. A. Thirty. 

Q. Are you related to any of the parties to this suit? A. 
No, sir. 

i Q. You are familiar with this arrangement that is talked 
about in the case of the sale by Rosenthal to the Kay 

1635 stores at cost plus 10 per cent, are you not? A. Yes, 
sir. 

Q. Does that arrangement contemplate any supervision 
by the E. M. Rosenthal Jewelry Company? 

Mr. Rover. I object to that as a conclusion. 

The Court. He may answer. 
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The Witness. I may answer? 

The Court. Yes. 

The Witness. Thank yon, Judge. Will you repeat that? j 


By Mr. Gordon: 

Q. Does that arrangement contemplate any supervision 
by the Rosenthal Jewelry Company? A. No, sir. 

Q. Have you had any experience in regard to whether 10 
per cent is a reasonable rate, a reasonable write-up that 
may be made on purchases from other people? If so, state 
what it is? A. Prior to my association with this organiza¬ 
tion I was in the jewelry business and in many instances we 
bought merchandise, particularly on American watches at 6 
per cent above cost. We also had other arrangements on a 
certain percentage above cost. 

Q. You have heard the testimony of Mr. Katzenberg 
about the meetings that the managers would have. 

I won’t get you to repeat that, but is that substantially 
correct? A. Yes, sir; only I don’t think he elaborated upon 
them. 


j 

i 

i 


i 


i 

i 


i 

i 
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Q. Would you like to add a word or two more to 
1636 that? A. At that meetings we called out our policies 
and we went along on the basis of what we planned 
to do in the running of our business. 

Q. We are talking about the old meetings before you had! 
any Board of Supervisors. A. That is right, and at these 
meetings we would pick out merchandise and special events! 
that we had planned to do business on, anniversary sales! 
and other events, and we planned our advertising and we 
instructed our managers at that time as to what to do and 
certain policies of our stores. 

Q. Did you get any instructions from the E. M. Rosenj 
thal Jewelry Company at those meetings ? A. No, sir. 

Q. Had you ever heard the word “supervisor” used in 
this business until Cecil Kaufmann got up this Board that 
we had in recent years? A. No, sir. 

Q. To what extent did you ever see Mr. Rosenthal? A. 
Well, I met him in Florida when I first took a trip down 
there about five or six years ago, and I saw him there. 


i 
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Q. Has lie ever had anything to do with the management 
of your stores? A. No, sir. 

Q. Has Mr. Goldnamer eVer had anything to do with the 
management bf yonr stores? A. Not with the manage¬ 
ment, no. ? 

Q. To what extent have yon done business with Mr. 
1637 Goldnamer? A. Well, he had something to do with 
the Kay of Waterbary lease. I didn’t see him on this 
occasion but I know he went there. 

Q. Have you ever gotten a salary from the E. M. Rosen¬ 
thal Jewelry Company? A. No, sir. 

Q. Have you ever been employed by the E. M. Rosenthal 
Jewelry Company? A. No, sir. 

Q. Have any of the stores of which you are president 
of or supervisor any contract with the E. M. Rosenthal 
Jewelry Company which requires the store to buy goods 
from the Rosenthal Company for any definite length of 
time? A. Nov sir. 

Q. Or any contract of that sort?. A. No, sir. 

Q. Would you care to enter into such a contract for the 
stores that you are president of? A. I would not. 

Q. Why? A. For reasons that it may not be advantage¬ 
ous. Not knowing what the future has in store it may not 
be of interest, to that individual corporation, that I may be 
an officer of. » 

i 

* * 1 * • • • • • • 

1642 Mr. Gordon. Just to make perfectly clear what I 
have offered to understand for the record in pursu¬ 
ance of my engagement with Mr. Levin I have offered in 
evidence a schedule prepared by Mr. Levin’s auditors and 
checked by our auditors showing the salaries of Goldnamer, 
Cecil D. Kaufmann, E. I. Kaufmann, Joel Kaufmann, and 
R. D. Kaufmjann, from the E. M. Rosenthal Jewelry Com¬ 
pany, General Associates, Kay Associates, for the fiscal 
year ending June 30,1934, and each year thereafter to and 
including thejfiscal year ending June 30,1943, and Mr. Levin 
objects and Iitherefore—what? 
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Mr. Kover. That is what I would like to know. 

The Court It is not admitted. The objection is sustained] 

Mr. Wilkes. May I see that a second, Mr. Gordon? 

Mr. Gordon. Yes. 

Mr. Bayre Levin. Perhaps for the record I can make this 
very brief statement in one second. 

The other schedule I submitted was the salaries received 
from units in the entire system. When my friend Mr. Gor L 
don spoke of an engagement he made to submit this, 
1642 I won’t deny any such engagement, but these state¬ 
ments were submitted to Mr. Gordon six months agb 
as a preliminary. 

The Court. At any rate you object and it is out. 


1644 [Defendant Kaufmann’s Exhibits Nos. 28, 29, 30, 
31, 32 and 33 received] 


• ••••••• 


1646 Mr. Gordon. Mr. Levin, we have here of course the 
minute book of Kay Associates. 

Let me make some statements slowly and see if you agree 
with them, and that will save quite a lot of stuff going ijn. 

In the first place there has been no change in the original 
stockholders of Kay Associates. 

Mr. Bayre Levin. I think that is correct. | 

Mr. Gordon. Mr. E. I. Kaufmann. 

Mr. Wilkes. Kay Associates, Inc. j 

Mr. Gordon. Kay Associates, Inc. Mr. E. I. Kanfmann 
has been president of Kay Associates, Inc., from tjhe 

1647 beginning to the present time. Is that right? 

Mr. Bayre Levin. That is right. j 

Mr. Gordon. Joseph H. Levi was the original Vice-Prbsi- 
dent but he was quickly succeeded by C. D. Kaufmann jon 
October 27, 1936, and C. D. Kaufmann has been the Vijce- 
President of Kay Associates since that time. 

Mr. Bayre Levin. That is true. | 

Mr. Gordon. C. D. Kaufmann was the original treasurer, 
but at the same time that he became the Vice President! he 

l 


i 

i 

i 
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stopped being the treasurer, and Mr. Goldnamer became the 
treasurer of Kay Associates October 27,1936, and has been 
treasurer down to the present time. Is that right? 

Mr. Wilkes. I don’t know, but if you know that is the fact 
I am willing to concede it. 

Mr. Bayre Levin. Is that in accordance with the schedule, 
Mr. Gordon? 

Mr. Gordon. I will look at it and see. Treasurer, October 
7, 1936, to June 18,1943. 

• •••••«•• 

Mr. Gordon. The directors of Kay Associates, Inc., were 
C. D. Kaufmann, M. S. Goldnamer, E..I. Kaufmann, Emma 
S. Hutton, and Joel S. Kaufmann, from 1936 to the present 
time, qxcept the last two named were elected in 1937 
1648 and Emma S. Hutton is secretary of Kay Associates, 
Inc. , 

Mr. Bayre Levin. She is the personal secretary of Mr. 
E. L Kfl.nfrnfl.TTn, 

Mr. Gordon. Yes, that is right. 

Now I offer in evidence a page of the minute book of 
Kay Jewelry; Company of Toledo, Inc., meeting of June 30, 
1936. I won*t read this, but it substitutes Kay Associates, 
Inc., as agent in the place of M. S. Goldnamer. Now it is 
signed by Edjwin M. Rosenthal, Chairman, and Robert New¬ 
man, Secretary. 

Mr. Bayre Levin. There is no objection. 

The Court. It will be admitted. 

• •••••••* 

[Defendant Kaufmann’s Exhibit No. 34 received] . 

• •••••••• 

Mr. Gordon. Then I offer in evidence minutes of a special 
meeting of Board of Directors of the Kay Jewelry Company 
of Toledo, Inc., of December 28, 1938, which again I won’t 
read. It is the same thing that Mr. Levin has been putting 
in for some 1 of the others, I think, but at any rate the 
corporation javails itself of the services of Kay Asso- 
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1649 dates, Inc., and agrees to pay a certain amount 
monthly. 

That is signed by Mr. Rosenthal, Chairman, and Mr. New¬ 
man, Secretary, and also signed by other directors, E. M. 
Rosenthal, S. L. Rosenthal, and Robert Newman and a 
couple of others I can’t make out. 

Mr. Bayre Levin. There is no objection. 

The Court It will be admitted. 

• •••••••« 

[Defendant Kaufmann ’s Exhibit No. 35 received] j 

i 

***•*•»•• 

1652 Mr. Gordon. If the Court please, I have beeh 
talking to Mr. Wilkes, and he and I are in agreement 

about something, I think. We want to do whatever i$ 
necessary to bring the pleading situation between him and 
me in line with the actual situation as stated at the time 
of the pretrial and as is being carried out in the case. Now, 
the pleading situation is that the Elm Corporation and My. 
Rosenthal filed a complaint against all the defendants, and 
we have all filed answers to it, and we have filed a—that is, 
the Kaufmann defendants have filed a counterclaim again$t 
the Elm Corporation and Mr. Rosenthal, saying that there is 
a dispute in certain respects and asking that that dispute 
be adjudicated and that a declaratory judgment be entered. 
Our counterclaim is not as against Mr. Goldnamer dr 
Mrs. Goldnamer, and Mr. Wilkes in his pleadings has asked 
for no relief as against us. 

Now, as the case developed, however, at the pretrial 
Wilkes made certain statements, which I won’t 

1653 tempt to put in my own language but which ajre 
recorded in the pretrial record, the effect of which is, 

as I understand it, that Mr. Goldnamer wishes to have estab¬ 
lished his right to participate in future stores and also to 
have made permanent the arrangement that has existed 
between the wholesale company and the retail stores. 

Now, Mr. Wilkes and I would—he will correct me if I 
misquote it in any way—would like to stipulate that it niay 
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be considered that Mr. Goldnamer is a defendant to onr 
counterclaim in that regard, in the same way that the Elm 
Corporation and the Rosenthal Company are, so that that 
may be adjudicated and that may be done without our filing 
any further'pleadings or without his filing any further 
pleadings, but that if either of us wants to file further 
pleadings to make that clear, that we will either of us have 
a right to do? it. 

Is that about the size of it, Mr. Wilkes? 

Mr. Wilkes. Yes; the portion of the statement Mr. Gor¬ 
don has made following his reference to stipulation, I am 
entirely agreeable to stipulating with respect to. I think 
the balance of it is a substantially correct statement of what 
I understand the fact to be, but I do not want to be bound 
by that; I would rather that the records speak for them¬ 
selves. 

Mr. Gordon. That is what I had intended. 

Mr. Wilkes. Yes, exactly. 

Mr. Gordon. Your side of it is expressed in the pretrial 
statement. 

Mr. Wilkes. But we are in agreement on the stipulation 
he has expressed in the latter part of his statement, your 
Honor. 

1654 The Court. All right 

Mr. Gordon. In other words, we both want an ad¬ 
judication of the thing. 

The Court. Yes, I can understand it. 

Mr. Wilkes. Yes, we definitely do, your Honor. 

s • 

• # * • * * • # • 

I 

Thomas W. Brown was recalled 

« # . • • • # • • • 

v 

By Mr. Gordon: 

Q. Mr. Brown, there are a few things that I have asked 
you to do which I think are now ready. The first one is, 
we asked yoh to prepare a statement of the original stock¬ 
holders of the 18 stores that are involved here. Have you 
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now done that? Has it been typed? A. I have done that 
It has not been—yon say the stockholders of the original 
stores ? 

Q. The original stockholders of the 18 stores. A. That is, 
the individnal items ? Yes, that has been typed. 

• •••••••!• 

1655 Mr. Gordon. We offer that in evidence, if the Court 
please. It is a statement of the original issue of stock 

of the 18—I think that is the number—anyway, all the stores 
that are left in the case. 

• ♦ * * # ' ♦ • • | • 

[Defendant Kaufmann’s Exhibit 36 received] 

* * * * * * * • l # 

i 

By Mr. Gordon: 

Q. Now, did you also, Mr. Brown, prepare, along the lines 
of our discussion with Mr. Leighton a few days ago,| a 
schedule showing the amounts that were paid for all the 
stocks? I 

Mr. Gordon. In other words, the Court will recall, ohr 
Stipulated Exhibit 1 shows the shares. 

The Court Yes. | 

Mr. Gordon. We have gotten up the same thing in dollalrs. 

By Mr. Gordon: 

i 

Q. You have that, have you, Mr. Brown? A. It is pot 
complete for everything that is on the Stipulated Agree¬ 
ment, but it has been completed for the items that were in¬ 
cluded in the schedule that was offered by Mr. 

1656 Leighton the other day. I 

Q. Yes. A. That includes the stores from the 
organization of E. M. Rosenthal Jewelry Company up 
through *35,1 believe it is. 

Q. I see. It was that period? A. That period. 

* * * • • • • • I • 

I 

1657 [Defendant Kaufmann’s Exhibit No. 37 received] 

* « # * . * • • • •! • 


i 



840 


) 

> 

1658 $y Mr. Gordon: 

Q. 'Will you explain, Mr. Brown, what happened? 
A. May I point out that this former exhibit that was turned 
in shows the shares for each individual, and at the bottom 
% of each page it shows the rate for the preferred shares and 
the rate for the common shares, so it would merely be a 
compilation of this information, if you need it. 

Mr. Bayre Levin. Well, that’s fin6. When you say 
“rate,” you mean selling price? 

• • | • * • * • • • 

The Witpess. No. It shows 500 shares of preferred 
stock at $100, and I believe that is the official par value of 
the preferred stock, and it was issued to stockholders at 
that rate. 

Mr. Bayre Levin. And the same applies to other classes 
of stocks? 

The Witness. To other classes of stock. If it were par, 
it was issued at par. If it was no-par, it is stated on here 
the rate at which it was issued. 

1659 By Mr. Gordon: 

Q.: Now, have you the photostats of the California 
stock certificates that were spoken of? A. Yes, sir; I have. 

Q. Will you produce those and describe them? And let’s 
have them marked one by one. 

• ••••«>••• 

1660 By Mr. Gordon: 

• •••••••• 

« 

It is understood that these are just put in evidence for 
the purpose of showing the form of the certificate. 

T^ie Court Form. 

1661 Mr. Gordon. And the rights of the stockholders. 

• •••••••• 

[Defendant Kaufmann’s Exhibits Nos. 38-A and 38-B 
received] 
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1662 [Defendant Kanfmann’s Exhibits Nos. 39-A and 

39- B received] 

1663 [Defendant Kaufmann’s Exhibits Nos. 40-A, 40-B, 

40- C, 41-A, 41-B and 41-C received] 

1666 [Defendant Kaufmann r s Exhibit No. 42 received] 


1668 


By Mr. Gordon: 


Q. Now, how about Schedule 10? Do you have something 
to say about that? That is Plaintiff’s Exhibit 3, Schedule 
10. A. Plaintiff’s Exhibit 10 includes the names of bor¬ 
rowers, and in most cases it has to do with securities that 
were put up as collateral for various loans. I have looked 
the schedule over generally, and I don’t want to take the 
time to go into all of the items, but there are two items in 
here that involves the defendants Kaufmann, and I’d like 
to discuss just those two. 

They appear on pages 8 and 9. On page 8, about 6 inches j 
from the top of the page, you will see the name “C. Di 
Kaufmann,” and under it is listed two, four, six items. We 
find that the first five items, which were borrowings from 
the General Associates, are in agreement with the books of! 
General Associates; and we also find that they have all been 
paid. 

Now, as to the sixth item, the $44,470.05, supposedly 
borrowed from E. L Kaufmann and M. S. Goldnamer, 
agents, we find that that was the net balance of all the other 
items that were transferred from E. L Kaufmann 
1669 and Mr. M. S. Goldnamer, as agents, for the liquida¬ 
tion of General Associates, and that that final pay¬ 
ment was made on June 9, 1939. So to that extent that 
$44,000 is a duplication; it is not an additional borrowing. 

Q. That is, when General Associates was liquidated, the 
balance of Mr. Cecil Kaufmann’s indebtedness to General 
Associates was $44,470? A. I believe that’s correct. ! 

Q. And E. I. Kaufmann and Goldnamer became agents 
for the liquidation, so that was put down as the amount 
owed them? A. It was transferred to a new set of books. 
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i Q. Yes. And Mr. Cecil Kaufmann has paid all this in¬ 
debtedness,, as shown in a schedule which yon put in two or 
three days, ago? A. Not all of this was shown in the 
schedule, hut some of these items are shown in the same 
schedule, but it is true that he has paid all of this. 

• •••••#•• 

1670 The Witness. Page 9 is very simple. In that par¬ 
ticular case it refers to Mrs. Isabel Kaufmann. If 

you read th£ description you will see that that applies to the 
San Diego and the Chattanooga stores, and I testified that 
ail of that was paid in 1940. I believe the date was August 
1. I just wish to have that appear with the other testimony. 
• • * • # • * • • • 

1671 Q. Now, will you look at Schedule 17—Plaintiff’s 
Exhibit 3, Schedule 17—and see if there is anything 

that you want to add to that? A. I think for the purpose 
of discussing the Schedule 17 we might well turn to the 
new-numbered page 2, which is the last page of the 
schedule. 

********* 

The Witness. We have checked these figures, and we find 
that they are substantially in agreement Without going to 
terrific amount of work, which I didn’t feel was necessary, 
I couldn’t .tie them down to the penny, but I have tied 
them down;to the nearest thousand dollars. 

By Mr. Gordon: 

Q. Never mind the penny, Mr. Brown. They are sub¬ 
stantially correct? A. That is right. 

Q. Yes. A. Now, the only point that I have any question 
about from these schedules, as to whether it’s clear 

1672 that the 822,997.62, which is the final total at the 
extreme right, has been adequately described. That 

represents the amount of money over and above the pay¬ 
ments to the stores who in turn paid salaries of certain 
supervisors and bonuses of supervisors, which, together 
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with interest or other earnings by Kay Associates, has been 
used for the payment of the operating expenses of Kay 
Associates. As at June 30, 1943, Stipulated Exhibit No. 2 
shows that as at- 

The Witness. It is the first page of the Stipulated Exhibit 
No. 2, the column next to the last. 

The Court. Yes. 

The Witness. You will see the balance in surplus amounts 
to $20,474.33. I believe it is sufficient to point out that most 
of these funds have been expended in carrying out the 
operations of Kay Associates and of course General Asso-j 
dates for the 1938 period when they carried on like 

operations. | 

I 

1673 Q. Mr. Brown, this schedule of the plaintiff's! 
schedule 17. A. Yes, sir. 

Q. Shows regular monthly payments as received by Kay 
Associates from July 1, 1936, to December 31, 1937. This 
is Schedule 17. | 

Then it shows received by General Associates during the 
year 1938. Then it goes back to receive by Kay Associates 
January 1,1939, to June 30,1943. 

Now will you explain what the situation was between 
General Assodates and Kay Associates in the year 193$, 
why these payments were made to the General Associates in 
1938 and Kay Assodates all the other years? A. What I 
might describe as the unit of employees that handled tne 
work of Kay Associates prior to 1938, that that unit was 
transferred to General Associates from January 1, 1938, 
until the liquidation which I believe was December 16,1938, 
and they carried on the same type of operations and col¬ 
lected the funds from the stores that had been previously 
carried on by Kay Associates and then picked up and con¬ 
tinued by Kay Associates starting either in December 
1938 or January 1939. 
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! Q. So that in the year 1938 and in that year only, pay¬ 
ments were made by the stores to General Associates in¬ 
stead of the Kay Associates as theretofore and thereafter? 
A. That is correct. 

Q. And salaries to the people who had theretofore been 
employed by Kay Associates in the year 1938, and in 

1674 that year only were paid by General Associates ? A. 
That is correct 

• ••••••#• 

Mr. Gordon. I shonld like to ask Mr. Wilkes if Mr. Gold- 
namer found the letter that he said he had calling the meet¬ 
ing in 1923. 

Mr. Wilkes. No, sir. 

Mr. Gordon. He could not find it. 

Mr. Wilkes. I could not find it I don’t believe it is in 
existence in Mr. Goldnamer’s files. I have a chronological 
list of all the correspondence. I looked for it and could not 
find it Mr. Goldnamer hasn’t looked for it, and he has no 
other place which he knows of to suggest. 

There arje reference throughout the correspondence which 
add up to the same thing, but that would involve bringing in 
a number of letters. 

Mr. Gordon. I would like to ask if Mr. Goldnamer found 
the letterhead that he said had General Associates and Kay 
.Associated Stores on the same letterhead? 

Mr. Wilkes. Yes. 

Mr. Gordon. May I see it. 

1675 Mr. Wilkes. Yes. 

Mr. Gordon. I observe this is in the year 1938. 

Mr. Wilkes. Yes. 

% 

Mr. Gordon. Have you any letterheads of that sort for 
any other years ? 

Mr. Wilkes. I didn’t look for any other year but that is 
the only one I know of we have for any year. 

«•§•••••• 
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Mr. Gordon. I would like to offer this in evidence. It ties 
right in with Mr. Brown’s testimony. j 

I 

• * • • » • • • • i 

l 

1676 [Defendant Kaufmann’s Exhibit No. 43 received] 

* • * # * • • # * | 

_ - * 

1676 I have the minute book of the General Associates, j 

I am looking at the dissolution. The consent to the I 
dissolution appears to have been signed by the stockholders 
E. I. Kaufmann, one share, Lillian B. Kaufmann, 449 
shares, Saul Kaufmann, 150 shares, the Elm Corporation 
by Robert Newman, President, 300 shares, Albert J. Levi | 
Estate, signed E. M. Rosenthal and E. L Kaufmann, 225 j. 
shares, Helen Goldnamer 374 shares, Marcus G. Goldnamer | 

1 share. I 

Mr. Bayre Levin. No objection. 

Mr. Gordon. Shall we put these too ? May it be agreed 
that this is what the book says without taking it out of the j 
book? 

Mr. Bayre Levin. Yes. 

1677 Mr. Gordon. Is that all right, Mr. Wilkes? 

Mr. Wilkes. Yes, it is. 

Mr. Gordon. And that the election of shareholders filed | 
with the Treasury Department is signed by the same share¬ 
holders, Mr. Levin? 

Mr. Bayre Levin. Yes, that is true. You might describe 
what that election is for the purposes of the record. j 
Mr. Gordon. Well, it is form 964,1938, Treasury Depart-! 
ment, election of shareholders under Section 112 B7 of the 
Revenue Act of 1938, and that is signed by the same shared 
holders. 

i 

• •••••••* 

I 

1678 Mr. Gordon. It is a resolution passed by a great 
many of the jewelry stores July 8,1933, and reference 

has been made to an informal action whereby money had 
been forwarded each month to E. I. Kaufmann; another 
where money had been forwarded by other stores which 

| . 

I 

I 
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was considered as a so-called safety or revolving fund for 
the contributing stores, and it was stated after it was started 
Mr. Kanfmann appointed Mr. Goldnamer custodian and in¬ 
structed him to deposit all such funds in the name of M. S. 
Goldnamer agent of Kay Associated stores and it went on 
to relate the questionable banking conditions and the store 
needed money and it was stated that the action taken hereto¬ 
fore would be approved, and any additional funds might be 
determined upon and forwarded to M. S. Goldnamer Agent 
in the future, and it was to be used for a safety fund. I am 
stating it rather briefly. It is a rather long resolution and 
I offer it in evidence. 

The Court. It is already in. 

###****#• 

Mr. Bayre Levin. Before Mr. Kanfmann takes the stand 
there is one matter I want to mention, and I apologize for 
having overlooked it. 

In connection with the payment of the administration fee 
to General Associates and Kay Associates there are no 
resolutions in the minute book of the E. M. Rosenthal 
Jewelry Company or in any of the retail jewelry cor- 
1679 porations prior to the time of the payment of an ad- 
' ministration fee was authorized to General Asso¬ 
ciates in the year 1938. That is, the fees were collected as 
indicated in the schedules which we filed and as verified by 
Mr. Brown, but there are no formal resolutions in the 
minute books of the E. M. Rosenthal Jewelry Company or 
the retail corporations. 

Mr. Gordon. I thi n k that is probably right. I will look 
jmd see if I find anything and if I do, I will let you know. 
My recollection is there were a number of letters about it, 
and it was done. I don’t think there was any formal reso¬ 
lution by the stores about the payment to Kay Associates 
prior to 1938. I think you are right about that. 

Mr. Bayre Levin. Subject to check. 

Mr. Gordon. If I find any I will let you know. 
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The Court. All right. 

i 

. 

1680 Cedi David Kaufmann, was called as a witness for 
and on behalf of Defendants Kaufmann 

• . . . . . . . . I 

Q. You are one of the defendants in this suit? A. Yes, j 
sir. ( 

Q. Mr. Kaufmann, have you ever been an officer of the 
E. M. Rosenthal Jewelry Company? A. No, sir. 

Q. Have you ever been an employee of the company? A. 
No, sir. 

Q. I think you have been a director of the company since, 
what was that date ? A. 1938. 

The Court. Mr. Kaufmann says in 1938. 

By Mr. Gordon: j 

Q. June 4, 1938. A. Yes, that is correct. I was a di-i 
rector when my father commenced failing in 1938 and sub¬ 
sequently died in 1939. j 

Q. Now, Mr. Kaufmann, will you tell the Court in your 
own way and with sufficient detail to tell what happened] 
but don’t make any long speech, how you started in 

1681 the jewelry business and what your education had 
been up to that time, and tell the story up to the time 

that you started going around making trips on account of 
the stores. A. From the commencement of the work? i 
Q. From the commencement of the work until you began 
to go around the country. A. I went to the University off 
Pennsylvania, got married and went to work, was employed 
in Springfield, Massachusetts, in the furniture business, 
and from there I went in the department store business ijn 
Washington, the advertising business, back into the furni¬ 
ture business, left the furniture business in 1929 in January 
to enter the Franc Company at Seventh and G Streetjs, 
Washington. 

Q, That was a jewelry company? A. The Franc Jewelry 
Company, Seventh and G Streets, Washington, D. C. 


i 
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Q. One of this group? A. One of the group, yes. Of 
course when I entered the Franc Company of Washington 
I was supposed to have been a furniture man, not a jewelry 
man. I was ; rather ignorant. In fact I was so stupid about 
it when they talked about a barrel of a watch I expected to 
see some barrels jump out of the watch. 

I was verjy much intrigued about all this testimony that 
has been given as I sat here and listened to it about these 
mythical supervisors so one could be successful in the 
jewelry business. I found frankly, I got no help at all. I 
never received any supervisor’s visit from any one 
li582 from the time of my entry into the Franc Company 
or any subsequent time. I had to learn the jewelry 
business as best I could, as a result of study and analysis, 
and I did all of my own advertising and own publicity, 
thanks to my previous experience in the furniture business, 
and finally was successful. 

Shall I go on? 

Q. Are yqu still interested in the Franc Company? A. 
Oh, yes. 

Q. Is that company still in operation, a store here in 
Washington? A. Yes, sir. 

Q. And you have been interested in that company from 
the time you started down to the present time? A. That 
is right. 

Q. Now tell us about your first connections with what 
we might call the Kay Associated Stores. A. Well, I- 

Q. (Interposing) What happened to get you out of the 
Franc Jewelry Company and into the general organiza¬ 
tion, and how did it come about and what did you do ? Tell 
us that part *of the story. A. It was later, about 1929, and 
Governor Comstock was Governor of Michigan, and things 
began to waver and it hit first in Detroit It was the latter 
part of 1929, and I happened to be visiting my uncle and 
looking over the reports of the Ray, Detroit store, and I 
made several observations. I told my uncle, I said “I 
would like to go to Detroit and see if I could be of any 
1683 assistance.” After all, it was my uncle, and Uncle 

* 
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Ed, that is, E. I. Kaufmann, said that would he very 
good. 

I went out to Detroit, and frankly against my uncle’s ! 
wishes, because I was a squirt in his mind, and a kid and he 
wasn’t too pleased hut finally hy doggedness he finally let i 
me do some real work. I say real work, because it was a j 
store that had done half a million dollars worth of business | 
the previous year, and that year about $80,000, and it was 
obvious it would be bankrupt, soon deplete its resources. 

They had 38 people. I reduced it to eight I rebudgeted 
the store through analysis, calculations and planning and j 
the store sustained itself. 


It must have been a rather satisfactory job because 
shortly thereafter I was asked to go to Toledo and apply 
the same analysis there and formulate its plans by the so- 
called cutting of the cloth to fit the pattern rather than 
what they were doing. 

From there I was asked to go to Columbus, Ohio, and 
then to Indianapolis, Indiana. 


I 


Now all of these things were on a basis of requests, cer- j 


tainly not a demand or order. I received no remuneration i 
at all. I certainly had an advantage. I looked to the horizon 
and saw the possibilities. I wasn’t interested in remunera¬ 
tion because I believed some day if I did a good job I would 
receive my reward and arrive at a point of satisfaction to 
everybody. 

The interesting part of that was one day I happened 
to bump into Ed Rosenthal on a supervisory trip into 
1684 Toledo, and I suppose he had heard of what I wa^ 
doing from my activities, and he asked if I would d6 
him a personal favor, and that was to go over to Fori 
Wayne, Indiana, to that store where Philip Levi, the 
brother-in-law of Harry Sobel, who was general manager 
for Ed Rosenthal in his furniture interest, had the store. 

Ed Rosenthal said he was in a rather embarassing situa¬ 
tion and didn’t think Philip Levi was any good, and he 
didn’t know how to take care of the situation, and as a re¬ 
sult of that conversation. I started to go to Fort Wayne 
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and it was in miserable shape. It was virtually bankrupt. 

I suggested reorganization. It took two years and a 
half to complete it 

I moved the store and made a new lease, rearranged the 
personnel, and the record indicates it was quite successful. 

That was the beginning of my experience. I would say 
from 1925 certainly I had no intention of going in the busi¬ 
ness, but I sort of grew up with it, but I had no intention 
of going into it because it was too close to my family. I 

had designs on becoming an attorney. 

• • * • • • * • 

A. I am just as well satisfied I got in the jewelry busi¬ 
ness, but by that time, be that as it may, I knew the or¬ 
ganization of the Rosenthal Company and I think I knew 
its fundamental purposes. 

1685 Q. Never mind that. A. Then from the time I 
moved to Washington in 1924 and I worked at the 
Hecht Company, and I could see quite clearly through 
Uncle Ed and conversations with Marcus Goldnamer all of 
what was going on, and I remember writing letters to my 
uncle to the effect if a major depression ever came along 
tliat the Kay organization would be a devil of a shape be¬ 
cause there were a lot of independent corporations hanging 
loose, contacted sometimes by a man and sometimes not, 
and I was interested in seeing about this supervisory work 
in the early .days. I certainly didn’t have- 

Q. (Interposing). Did you ever hear of any supervision 
in the early*days? A. Mr. Gordon, I lived in Washington. 
I ran a sto^e in Washington. I was the great distance of 
four blocks 'from E. M. Rosenthal Company. I never saw 
anybody from the E. M. Rosenthal Company in the years 
I was with the Franc Company, except on Christmas Eve 
when the executives would walk down and give the glad 
hand. 

But as to direction or supervision as to help, as to in¬ 
structions, never, not anything. 

Q. There,has been some testimony that people from the 
Rosenthal Company would go around and work as extra 
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hands around Christmas. A. I have heard mnch about that, i 
I do not think that is any more important than my going to 
my banker’s secretary and asking her to give me a lift. You 
know you can use two or three times as many people around 
Christmastime. It is natural you would go to people 

1686 close to you and ask them to give you a lift. 

Q. At Christmas? A. At Christmas, and two or 
three of the girls and one or two fellows at the Rosenthal 
Company came down at Christmas to give us a lift, and 
that is all. 

Q. Mr. Kaufmann, tell the Court now about how youi} 
trips around the country developed into the organization 
which is now known as Kay Associates, Inc. A. You see 
from the latter part of 1929 to I should say 1933 or 1934,1 
ultimately traveled about 14 stores in a real circuit right 
around the United States, in 14, running from Indianapolis 
to Buffalo and Charlotte, North Carolina, and Pennsylvania 
and Maryland. ; 

Incidentally in those days I probably traveled six months 
of the year. I did not see my oldest daughter grow up. It 
was perfectly obvious to me when I was given supervisioh 
and I saw this whole picture that it was a very poor set-up. 
It was perfectly obvious that if a depression came along, ijf 
these people were isolated without any centralized help, 
they would beat their heads against a wall with no help, 
and you try something in business and nothing happeneid 
and you try something else and nothing happens, and yoju 
are disgusted and give up. 

It was only going from store to store, spending a week 
here and there and going through the most intimate things 
that I accomplished anything. 

Supervision means starting at the front end of the store. 
Unless the windows and the displays are at the right 

1687 distance from the windows, whether they can be seen, 
whether they are attractive. Supervision means 

proper relations. It means analysis of accounts receivable, * 
whether or not they are turning over too rapidly or not 


I 


i 


852 

rapidly enough. It means the integral analysis of every 
division of the business. 

It was obvious that some of these things were done with 
all due respect to the statements made here. 

So I started figuring out how it could be done, because 
you see these were independent corporations, and when I 
went into a store I frankly had the devil of a time inducing 
the manager to let me help him. There was no authority 
and no demands made on the man. You just went to the 
fellow and you said 1 ‘Your job is slipping. Maybe I can 
help.” That was the approach and after you got under his 
skin, he would let you help him a little, and as things 
progressed he would be timid at first and finally he would 
be wholehearted. It was quite a problem to get this cor¬ 
ralled, how to relate my type of thinking of a loose organiza¬ 
tion like this. 

I started discussions with Uncle Ed Kaufmann. I wrote 
him a half a dozen letters and from there I pointed out the 
desirability of having a group of competent men. 1929, 
everybody could be successful. From 1929 to 1935 it was a 
different thing, and a very difficult thing to stay in business 
as evidenced by the bankruptcies in the United States, par¬ 
ticularly the Middle West. 

In the beginning I had difficulty convincing Marc Grold- 
namer and convincing Ed Kaufmann. I pointed out the 
organization was sectional in New England, it had its own 
advertising agency and everything. I tried to point out if 
something was good for New England why should it 
1688 not be good for everybody, and why should not one 
who could do the job intelligently be allowed to do it. 
I pointed out there could have been unanimity in many 
many things, such as the coordinated purchase of pencils, 
typewriters, cash registers, and so forth. As to those I 
shan’t enumerate. 

I should say this, when I started out in the Franc Jewelry 
Company in 1929 to travel I made the trip to Detroit, and I 
made several I remember distinctly I had spent $183 
on travel and maintenance staying that week in Detroit, and 
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I got back and I didn’t know where to get the $183. It was 
not fair that the Franc Company should pay it. I remember 
- walking up to the Rosenthal Jewelry Company and saying j 
to Goldnamer, “I spent $183 going to Detroit. Will yon j 
please see that I am reimbursed.” He didn’t know where j 
he could get the $183 because that was Detroit expense. { 
I sent to Uncle Ed and got the same story, so I finally 
had to collect from Detroit and had an awful time getting) 
the $183 because Ben Kaufmann didn’t want to pay it. 

So, I set up my own little books and at the end of each 
month my partner, Fr. Frank Stevens, reallocated it to the 
store. I explained to Uncle Ed that it was rather ridiculous. 

I pointed out these men were doing the same thing in New) 
England and it was a good thing for all of us, of course. I 
At that time there was advertising prepared in the 
Rosenthal Company but certainly not by the Rosenthal 
Company, because the Kay Stores contributed to a fund foif 
advertising expenses which was kept outside the Rosen¬ 
thal books, which in turn paid Ralph Caplan. 

Those men who were here yesterday can testify they sent 
checks to that fund, and in addition to that, we levied 
1689 against the stores for travel expenses and this 
started Kay Associated Stores in 1931. That went 
on until 1934 or 1935 and I kept traveling in wider and 
wider circles, and I went up to New England to get it co¬ 
ordinated with men like Golding, Goldman n and Katzen- 
berg. j 

At first I was practically thrown out because they re¬ 
sented my encroaching on the confines of their so-called 
territory. They said, “We in New England are a little dif¬ 
ferent.” I said “You are not a darn bit different This is 
a national group. We should think of the whole picture]” 
Finally after a lot of trouble and a lot of battles I was 
.accepted by the others a little bit 

It was in 1935 that Arthur Fertig and Company pointed 
out the manner we were handling the administration funds 
was wrong. I shan’t go into that 
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Q. That is already in evidence. . A. Skipping that we 
suggested we have this Kay Associates, Inc. It was formed 
in 1936 and that went on. 

In 1938 merely for expediency of the situation General 
Associates was allowed to run Kay Associates, but nobody 
in. Kay Associates knew a dam thing about that because 
the things were all the same. 

• • • • • • • * • 

1690 Mr.* Gordon. Let me put a few things in evidence 
there. 

. Here is a letter of February 18, 1937.. These are the 
letters we have all seen, Mr. Levin. It is on the letterhead 
of the Kay Jewelry Stores, signed C. D. Kaufmann, starting 
“Dear Boys.” 

By Mr. Gordon: 

Q. That 'Would be a letter you would send to all the 
stores. Is that right? A. We don’t pay any attention to 
their age. 

Mr. Gordon. This letter is several pages. I won’t read it 
but it deals with policies that Mr. Cecil Kauf mann expects 
to follow. There is no use reading that in detail. I just 
want to tie it into the dates and show that sort of letter 
was going out all the time. 

Mr. Bayre Levin. On Kay Associated Stores stationery? 

Mr. Gordon. No, it is Kay Jewelry Stores. 

Mr. Bayre Levin. Yes, Kay Jewelry Stores. 

The Court. You mean that is the letterhead “Kay 
Jewelry Stores”? 

Mr. Gordon. Kay Jewelry Stores Coast to Coast, signed 
C. D. Kaufmann. 

I will read just a little of this letter: 

“Heretofore, all stores have functioned entirely within 
the good discretion of its particular manager and in some 
instances, influenced by its supervisor. Therefore, after 
study and much discussion, we have completed the at¬ 
tached list 'of policies that are to be the premise and the 
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1691 corner stone upon which the conduct of our business j 
is to be predicated .’’ 

Then he says there will be changes from time to time and 
suggests they go over this list of policies and keep it 
before them and learn them, and then there are three 
pages of business policies which I won’t read, various things j 
he thought would improve the stores. 

[Defendant Kaufmann’s Exhibit No. 44 received] 

• * # * • • * • • | 

1692 By Mr. Gordon: j 

r\ 

Q. Mr. Kaufmann, you started to say something 
about the circumstances of that letter. A. Yes, sir. After 
traveling around for a good many years, the thing that youl 
used to amaze me was the fact after examining Fort Wayne, 
and inquiring as to their policies, whether they gave money! 
back on request, and of their service policies* related to 
one piece of jewelry as against another and comparing them| 
with policies in vogue in Charlotte, North Carolina orj 
Buffalo, New York, I found there was a complete lack of 
uniformity. What one man would think was good anotheij 
man would think was bad. It was pretty obvious you would 
have to give people a fair break and good quality and q , 
decent price, and render a proper service. So after work¬ 
ing with the whole group of men we spent days in con¬ 
sulting and evolved the procedure that we thought would 
be beneficial to all stores, to tend to make them more secure 
in the years to come, and as a result of it came out with 
the proposal of this so-called mythical board of managers. 

The Court You told how you happened to go to Detroit 
and Fort Wayne. You have done a good deal of traveling. 

How did it occur to you to make these trips? Who di¬ 
rected you? Were you an employee of the Franc Jewelry 
Company? 

The Witness. All during that period I received my entirb 
salary from the Franc Jewelry Company. That was my 
only source of income. 
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By Mr. Gordon: 

Q. Yon are speaking now np to the time Kay As- 

1693 sociates was organized? A. Yes, I think that is what 
the Jndge had in mind. 

The Court Yes. 

The Witness. I told yon how I happened to go to Detroit 
and Fort Wayne. Frankly, I went to a lot of other places by 
going to Uncle Ed’s office and looking at the statements and 
saw things were in bad shape and got on the train and 
wonld go there. I had to do a dnal job. I mean this had 
to be done very diplomatically. I am not trying to be heroic. 
If a fellow was stnpid and arrogant, yon wonld not get 
anywhere, but by tact and diplomacy is how I happened 
to get into these different stores. 

• * « • • * • * • 

1694 (By Mr. Gordon: 

Q. Is there anything more yon wonld like to say 
on that particular point, Mr. Kanfmann? A. I think it is 
qnite obvious I could not do a very good job by walking np 
to a man’s door and knocking and walking in and saying 
“Mister, yon need help.” That is kind of absurd. Bnt when 
the Jndge asked how I happened to go to a store I stated 
the fact I observed those statements and wonld point them 
out to my uncle and I wonld say, “Don’t yon think I better 
go there.” It came from me, not from somebody else, and 
he wonld &ay, “Sure,” if that is what is worrying Mr. 
Levin. ! 

» • • * # # • • • 

1695 Q.‘ Mr. Kanfmann, let ns talk about the organiza¬ 
tion of the organization of Kay Associates and the 

development of the Board of Supervisors. 

Will yon tell ns who is on this Board of Supervisors and 
how they got to be supervisors, and what they do ? A. Yes. 
Yon see unfortunately when one is a witness hundreds of 
little details are lost of how things came about and how 
difficult they were to carry through. 
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It took about a year to really formulate Kay Associates. ! 
I shan’t bore yon with the detail. It consisted of TJncle Ed, j 
that is E. I. Kanfmann, Joel Kaufmann. Subsequently 
George Marx, and originally J. H. Levi and their various 
secretaries, as well as my own. 

I don’t know, but I think it is fair to state here that the I 
question was asked me in my deposition, and I heard it in ! 
court several times, the need of the Rosenthal Company for 
doing the same job with the same fellows. 

It is a two-way answer. If we had wanted to destroy 
the Rosenthal Company and destroy the outlook with these 
men, yes. We would have destroyed the Rosenthal Com- j 
pany because immediately they would have lost their 
identity as a jobber and importer and wholesaler, because | 
it would have- I 

Q. (Interposing) If the Rosenthal Company had been 
doing it it would have lost its identity? A. Definitely, be¬ 
cause no one in this world can g$t jobber discounts as a 
buying agent. The moment you have a buying office or you 
propose to hold yourself out to be an agent for this group 
as a buying outfit, you can not get the same prices the 
1696 Rosenthal Company had enjoyed, and is now en-j 
joying. It is utterly impossible. I 

The Rosenthal Company further never could have aj 
supervisory force because their viewpoint is different. Hi 
would be exactly the same as a man who had been in on4 
classification of law and tried to go to something else. He 
could not do it. 

These men had been there for years and years, and had 
the wholesale viewpoint and how could they throw theml- 
selves on the other side of the retail counter and view thp~ 
things in the terms of the American public, what their 
reaction was to the psychology of the thing, what made 
them laugh and what made them cry. 

So what we needed in the Kay Associates were com¬ 
pletely reliable retail men that knew the retail business 
forwards and backwards. 


i 
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The very purpose of Kay Associates was to make a 
scientific study. The Kay Stores from 1919 to 1933 had 
been doing very well, I might say and these men had gotten 
rich from them. There was no argument about that, but 
nobody ever made a cost history; nobody ever made an 
average cost; nobody ever made a study of the turnovers. 
Nobody knew the advantage of a turnover. Nobody made 
any analysis of the business, and if they did they never 
made it so it would benefit their young fellows. 

So, as a result of having done a scientific job, plus 
'understanding, and when I say “we” I am not talking about 
Cecil Kaufmann. I am talking about Mr. Dryfoos, 
1697 who is deceased, Mr. Levi, who is deceased, Mr. Gold¬ 
ing, Mr. Goldmann and Mr. Katzenberg. That was 
the original group and subsequently I brought in a younger 
group that looked as though they might be very intelligent. 

Q. As supervisors? A. As sub-supervisors on trial. We 
took them and taught them and tutored them, and educated 
them on th4 scientific angle of the store. 

It is amazing to me to hear these men talk of what hap¬ 
pened in the stores. We even made it so uniform on one 
sheet of paper it was almost impossible- 

Q. (Interposing) I show you this trip report. Will you 
explain that to the Court? A. Why this was one of the 
things I reduced in short form and it was to remind the 
men of what they should do when they went to a store. 

Q. Will you explain what the function of the trip report 
was? A. This trip report served to remind the supervisor 
when he goes into a store what things he should look at in a 
chronological way and inspect and make an analysis, of. If 
they are not O.K. he elaborates on it. This report comes in 
to me weekly. 

Q. Approximately when was this form of trip report put 
into effect? A. Very early. That is probably one of the 
first things we put in in 1936 or 1937. 

Q. Had tl^ere ever been anything of that sort before ? A. 
Never. v 

.4 t 
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1698 [Defendant Kanfmann’s Exhibit No. 45 received] 
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A. In deference to one of the men, Philip Stepper—is it 
necessary that list be complete? 

Q. You haven’t attempted to name them all. A. But I 
can, if yon wish. 

Q. Let ns have the names of the others. A. In addition 
to those I have mentioned, there was Dave Trattner, Phil 
Cowan, who has passed away, Harold Trattner. 

Q. Sambnrg. A. The sub-supervisors are Kritz, Free¬ 
man, Bloom, Bernstein, Joanas, and Sambnrg. 

Q. Is each one of these supervisors the manager of some 
store? A. The way these men were selected was 
1699 they were originally managers of stores and in most 
cases they are the men who have done the most out¬ 
standing job and have the best analytic power and observa¬ 
tion and they have been selected to be on the Board, after 
they serve an apprenticeship as a sub-supervisor and by 
qualifications, and they get through they become what we 
call a recognized member of the Board. 

This latter group are still sub-supervisors. . j 

Q. How often does the Board meet? A. Whenever mem¬ 
bers of the Board feel we should meet or I feel we should j 
meet we call an informal meeting and we sit there maybe a | 
day to a week, and go over the entire field. 

If we have some problem stores we study the store for¬ 
ward and backward and try to help everybody. 

Q. You say whenever you think it is necessary. Would 
that be four or five times a year? A. Anywhere from two I 
to five times a year. ; 

Q. How is that? A. Anywhere from two to five times a 
year. The great advantage of this method is that in the old 
days stores were not contacted. They hung in the air.j 
Today our method is such that every store in the entire 
country is visited at least once a week. The object of that 
is this, it is rather silly to wait for a store to start to fail 
before you pay any attention to it, and the intelligent way 

j 
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to do, the intelligent system is to observe it, observe its 
personnel and how it works. 

Even though taxes have continued to increase, which we 
are too cognizant of, the stores have made more money and 
we are paying over a million dollars taxes more than 

1700 we have before percentagewise. 

Q. There has been some mention made in the Elm 
Company exhibits of the training of employees and the 
Court’s attention has been called to that, to the fact that 
a great many were trained at the Franc Company store. 

Will you explain to the Court what the training was and 
why mor^ went to the Franc Stores than other stores f A. 
The only manpower supply we had in the old days was the 
store manager hiring those he needed. There was no uni¬ 
formity as to intelligent, outlook or adaptability, so we de¬ 
cided the best way to do that was to bring them there 
through one portal where they could all be viewed. 

In Hie old days there was no way of bringing in strangers. 
If I put a man in your store and your supervisor came along 
i he would say, “You have got one too many men. Get rid 
i of him.” The store manager would say “I can’t do that, 
somebody requested I keep him.” It was an unfair thing. 
It was unfair to the corporation and unfair to the men. 

So I started an employees training fund in which the 
i stores contributed an equal amount per month. 

It was established for the sole purpose of taking your 
college fellows or young fellows that didn’t want to go to 
college, but wanted to learn the business, we would take 
them in for a three months instruction trial. At the end of 
three months we might say they are better suited for some 
other type of work. We didn’t hurt the boy. After testing 
him as to; his ability to get along with people, his interest, 
loyalty and so forth, we say to him he has made the 

1701 grade and stays in the organization and is shifted to 
some other store, and continues employment and 

from there is advanced. During that period this training 
fund pays his salary. Now the question might arise is that 
fair to all of the stores ? It is fair to all of the stores be- 
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cause no store knows when they might need a man, so they 
call on this training fund and as they need a man we shoot 
ihem out of that particular store. 

Incidentally the reason we had it at the Franc Company 
was because the Franc Company was a rather high-powered 
organization that paid more attention to analysis and to the j 
personal instruction of the younger men, plus the fact I was j 
there. Another training field was at Boston and one was at j 
Indianapolis, and the other one was the Franc Company, j 
As the years progressed and men became less and less i 
available because of the war, we have recently just used the 
Franc Company. As we increased our business some have 
become managers and one or two supervisors. It is a matter | 
of progression. 

Q. I think you said the experience in the store became 
more uniform as a result of the efforts of the Board of 
Supervisors. A. Definitely with a tremendous saving of 
money. . j 

Q. Tell us what has been done with reference to promot- | 
ing the men from one store to another? A. You see by our 
method of supervision we can do the thing which weren’t J 
possible before. There isn’t a man who can get buried. I 
would say in a department store there are hundreds of good 
boys who never see the top executives. All these stores I 
are visited by a supervisor and absolutely every one 
1702 in that store is observed and his conduct and diligence 
and industry and loyalty are observed. When we get 
together at one of the Board meetings and it comes to thej 
personnel, or we are going to open a store, or the manage¬ 
ment is slipping, or a man has passed away, we sit down 
together and each one suggests different people. We all 
hear his qualifications, length of service, his weaknesses 
and his strength. Then we come to the conclusion and then 
he gets the job. It is not a matter particularly of what 
store, because each store is helping the other. One store 
may get in bad by losing a good man to become manager* 
but he may break even by getting a good man out of the 
training fund. It equalizes itself. j 
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Q. How do the stores pay for this service that Kay As¬ 
sociates gives them? A. The Kay Associates in order to 
be completely eqnitable with all managements determine 
what they think they require to run the Kay Associates on, 
and it is a predetermined budget. 

That predetermined budget is given to this Board that 
represents the stores and we sit down and calculate what is 
the net percentage of the total net sales, what will produce 
that figure. We use net sales because after many discus¬ 
sions that seems to be the most equitable procedure, so we 
take that percentage and levy it against the last year’s 
closing net sales, and thus we get the product. 

• •••••••• 

1703 A. All right. Now this Board, it is interesting to 
note is made up of all of the presidents of all of the 
Kay stores. I don’t know what its legal authority to act is 
or would be. That would be for you gentlemen to answer, 
but I do know for a great many years this Board has sat 
together and concluded the policy of organization. 

That Board was made up of presidents and directors of 
the various stores, and I do know this too, that in 1937, 
Uncle Ed, that is E. L Kaufmann, became very very ill 
and he was out of circulation about a year. That was about 
a year after the Kay Associates was formed. I do know 
that he was very much interested in the way the stores were 
conducted when he became ill, and accordingly the ques¬ 
tions we asked him about were who took care of the stores 
when he was out of the city. 

This organization is set up in such a manner that six 
of us can go out of the city and it will still run because these 
gentlemen seem to overlook the fact in normal times we em¬ 
ploy over 2,000 people and with 300 in the military service, 
and about 26 managers, we run, although we have only about 
a thousand employees, we run successfully, so it doesn’t 
make much difference whether anybody was in or out of 
town. The, supervisors visit stores weekly. The unfortu¬ 
nate illness of Uncle Ed, from that time on we conferred 
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with him and he counseled with ns about the active executive 
work which was done by these men I have enumerated. 
That is the mechanics. 


i 


1704 Q. And including you? A. And including myself, | 

yes. , j 

Q. Since Mr. E. I. Kaufmann’s illness in 1937, he has j 
not taken a very active part? A. No, I would not say that. 
He has not taken an active part in an executive direction. [ 
If we had gotten into a jam, if we wanted greater age to | 
instruct or guide us, it is not unusual for us to get his 
opinion, but I would say since 1937 as to policies, as he said 
yesterday, when a man has-the power, we don’t come up to 
you, and say for instance “Mr. Gordon, do we have per-j 
mission to do this. ” It just isn’t worked that way. We sit j 
down, supposed to be a group of intelligent men. We sit 
from nine a.m. to six at night. Probably fighting and 
battling among ourselves what is best, and whatever grows 
out of the meeting is the thing to follow. Nobody is stop¬ 
ping to think where the dawn strikes and darkness begins. 
It is rather silly. 

Q. These three men who testified yesterday are on the. 
Board of Supervisors ? A. Yes, sir. 

Q. They are typical of the others ? A. Definitely. Some 
are younger. 

Q. Is there anything else we ought to say? I don’t want 
to take up a lot of time, but if there is no more we can add 
about the relationship of the Kay Associates and the stores, 

I will have to ask about the relation with the Rosenthal 
Jewelry Company and the allocation of stock. A. I guess 
I have neglected some very important things. If a man is 
running a store his whole time is taken up with the 

1705 proper functioning of that organization. He sells 
the merchandise. He sees that the store is decent and 

clean and his advertising goes in on time, but he isn’t think¬ 
ing of all the future. An individual man has his own 
limitations. I do, and everybody else does. 

One of the jobs the Kay Associates was to supply these 
men with things they could not supply themselves. For ijn- 
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stance there was the Homer Optical Company which was 
formed and produced better optical equipment and made a 
letter profit 

Through Kay Associates we studied these machines that 
clipped off ; a flashbulb at 1/25 of a second, and we bought 
them from Borsh and Lamb. We opened up 22 photographic 
departments and we annexed $600,000 or $700,000 photo¬ 
graphic business through Kay Associates. 

In addition to that we studied their reports, making a 
complete and direct analysis. We made corollaries of what 
can happen if we put pressure on this place or that place. 

We helped audit their books. We aid the manager when 
he needs it. We have a superstructure on advertising. We 
have produced the most expensive kind of advertising for 
the least amount of dollars to the store. We save at least, 
$60,000 on that one item a year. 

From our experience with 70 or 80 newspapers, it is 
obvious we get more experience and the local manager has 
more experience than one who has access only to one news¬ 
paper. We get the clippings of every jeweler in the United 
States, competitive jewelers. We study what he has done, 
what,we hav<» he hasn’t and what they have we don’t, 
1706 and probably twenty other items. I don’t want to 
bore you. They are too numerous. 

Q. I think that covers that pretty well. A. All right. 

Q. Let us turn to the relationship of the Kay Associated 
Stores with the E. M. Rosenthal Jewelry Company. 

Mr. Goldnamer testified in effect that the Rosenthal 
Jewelry Company pays Kay Associates $20,000 a year for 
doing the supervision Rosenthal used to do. What is your 
answer to that? A. I can give an answer, but I would not 
be qualified as a gentleman if I was that was the truth 
because it is not, They are not paid $18,000 to supervise 
for the Rosenthal Company. 

Q. What is it for? A. I came into this outfit to make 
it my life’s work. Nobody gave me anything and I had 
nothing, and had I known there was such a thing that even 
purported to exist, I never would have been in this outfit. 
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It is rather intriguing to hear, because the Rosenthal Com- ! 
pany in all my life and my association over a period of 25 
years, and furthermore that $18,000 contributed by the 
Rosenthal Company—it saved the Rosenthal Company over | 
$75,000 a year. 

Q. What has Kay Associates done for the Rosenthal 
Company for $18,000? A. Well, in addition to my duties, I j 
would say extraneous work done by myself in radios, making j 
major contracts with RCA, Zenith, Emerson, and so forth, | 
we have gotten national jobberships on those things! 
1707 that the Rosenthal Company never could, or for some 
reason could not get, and after getting that I mer¬ 
chandised the radio line and reduced that from 26 manu-! 
facturers to three. 

They were buying radios in the Rosenthal Company the! 
same as this ring. j 

They would say to the man “That is the radio for how 
much?” the man would say $10. “How many do you 
have?” “200.” “If you will sell them for $8 we will take 
the 200.” That is perfectly all right on a thing you knowl 
is gold and you can’t cheat anybody, but it isn’t all right 
when it comes to an instrument like a radio. You have 
such questions to ask, as will it pass the test? Or does the 
ohm output measure up. It was I that took them out of 
the Rosenthal Company and sent them to the laboratory 
to be tested, and I dare say because other men got much 
more than this in comparable organizations that in radio the 
Rosenthal saved a minimum of $25,000. 

Point No. 2 is we employed Mr. Steele on the photo¬ 
graphic supplies and organization and procedure which 
by rights the Rosenthal Company should employ, and we 
pay Mr. Steele’s salary and we maintain him on the road 
which amounts to another $2,000 or $3,000 a year. That is 
also Rosenthal’s duty, but I have done it because Mr. Gold- 
namer would not employ the man because it cost Rosenthal 
money. 

The third thing is we had a merchandising man in Kajy 
Associates who has to attend to various expositions in Chji- 
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eago and New York and ferret out merchandise, to find 
things the other fellow can’t find. The Rosenthal Company 
are busy buying watches and diamonds and don’t have the 
right; kind of man. We paid his salary and travel 
1708 which is another $12,000. I can go on and show where 
we saved them $75,000. 

1 1 would call it a very smart buy on the part of Mr. Gold- 
namer, and incidentally Mr. Goldnamer, Mr. E. L Kauf- 
mann and myself got together when these things were dis¬ 
cussed. Mr. Goldnamer, I can’t speak for him, but I just 
explained it 

i 

• • j • • * * • * * 

* 

1712 [Defendant Kaufmann’s Exhibits Nos. 46 and 47 

1713 received] 

By Mr. Gordon: 

Q. The $1,800 is what you are talking about? A. Correct. 
Q. Did Kay Associates ever get any other fees from the 
Rosenthal Company? A. Not to my knowledge. If they 
did the record would show. 

Q. You personally got a bonus from E. M. Rosenthal 
Company one year? A. I think it was two years. I am 
not certain, but I believe it was in 1943, and in 1942 that 
I either got $2,500 or $2,000. That was the first time I had 
ever gotten anything from the Rosenthal Company, and 
that was sort of a present, I suppose. I don’t know. 

Q. Mr. Kaufmann, have you ever made any agreement 
with anybody as to how stock in these retail stores should 
be distributed? A. No, sir. 

Q. Does the Franc Store have any contract with the E. M. 
Rosenthal Jewelry Company which requires it to buy mer¬ 
chandise from the E. M. Rosenthal Jewelry Company for 
any period or which does not prevent the Franc Company 
from terminating the existing arrangement at any time? 
A. Definitely, no. 
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Q. Have you ever heard of any store having such 

1714 contract? A. Not any store at any time. * j 

Q. Just for the purpose of the record, what was i 
the date of your father’s death? A. November 5,1939. 

Q. How does the credit given by the E. M. Rosenthal | 
Jewelry Company to the stores compare with the credit \ 
usually given by wholesale companies in the jewelry busi¬ 
ness? A. Well, there isn’t any credit given as such. The 
bills of the E. M. Rosenthal Company are paid by the stores 
the 10th of each month net. Net, then plus 10 per cent and 
as far as the extension of credit is concerned, if the store 
does not pay off the hickey from that day on the Rosenthal ! 
Company charges that company 6 per cent interest per 
annum and collects it and has been doing that for years, and i 
incidentally in the case of one or two stores who found i 
themselves unable to pay Rosenthal carried their debt and 
collected 6 per cent per annum in full, and we in turn in the 
Kay stores have from time to time as the record will indi¬ 
cate, loaned to the Rosenthal Jewelry Company tens of | 
thousands of dollars. I am not sure, but I think Rosenthal ! 
owes Kay stores at this particular moment over and above 
their purchases some $250,000 upon which I have been bat- j 
tling to get interest for Kay stores in return. 

Q. Did you ever get any? A. Not as yet. j 

Q. You have spoken of the fact of these various super- J' 
visors being presidents of the stores. Has there 

1715 been any change in recent years as to who would be 
president of the stores? 

There has been testimony in the case how Mr. Goldnamer 
and Mr. Kaufmann used to flip up a coin to see who would be j 
president. Do they still do that? A. I don’t think so. 11 
think that is sort of a legend, but that is not the way it is 
done. 

Q. How is that done now ? A. Today, the men who earn 
their spurs and the honor, so-called, become the president of I 
a new company. In other words if Mr. Goldmann or any of i 
these other men I have mentioned went out and opened a 
store either at their suggestion or somebody else’s sug-; 
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gestion, and they were one of the board members that had 
done a good job, there would be no reason why the stock¬ 
holders should not elect them. 

Q. In recent years has it been the practice to have the 
managers and supervisors president of the stores except on 
the Pacific Coast? A. Yes, sir. 

Q. How long has that been going on? A. I am not sure, 
between 1936 and 1937, probably through 1937. 

I might add, Mr. Gordon, that all of these services 
that Kay Associates usually renders to the Kay stores have 
been greatly impaired and diminished these past 18 months 
for two reasons. One is the war. Naturally we have a great 
many people that have left for the military service, and the 
second reason is for some 18 months we have had the 

1716 auditors of Mr. Levin or somebody else occupying 
offices in our premises and we have sort of a psycho¬ 
logical or physiological harassment because of their 
presence, and it hasn’t been any too pleasant. 

Q. Never mind that. A. O.K. 

Q. Mr. Levin put in evidence his Exhibit 3, Schedule 
21(e). That was a resolution that was passed by a great 
many of the stores, and I think really was passed by all the 
stores, whereby not more than 20 per cent of the revolving 
fund might be used by Kay Associates in financing em¬ 
ployees in the purchase of stock in new stores. Do you re¬ 
call that? A. Yes, sir. 

*'• * • # • • • • 

1717 Q. Mr. Kaufmann, in stating what Kay Associates 
did for the E. M. Rosenthal Jewelry Company, you 

didn’t mention anything about the interpretation of regu¬ 
lations and law. 

Will you tell the Court what that was? A. Well, I did 
try to eliminate too much elaboration on various jobs that 
Kay Associates performed, but there is one I think is rather 
important I should have said something about, and I didn’t, 
and that is we have a complete audit division and a legal 
division and it is kept pretty busy because after all we do 
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do a lot of business in many states in the Union. As a conse¬ 
quence there are many calls, great calls for interpretations 
of state laws, each state law is different. There are 
many tax problems that arise that are thoroughly studied 
and particularly since the war we get barrages of forms that 
have to be filled out and interpreted, and I am sure has not 
only Kay Associates saved many thousands of dollars 
for the stores, but that E. M. Rosenthal and Company 

1718 have saved many hundreds or many thousands of 
dollars. In other words we relieved the mass detail 

of interpretation from both the stores and the Rosenthal 
Company. 

Q. Something has been said about the stores lending 
money to the E. M. Rosenthal Jewelry Company. I have 
here a memorandum of August 4,1942, to Mr. C. D. Kauf- 
mann from M. S. Goldnamer [referring to Defendant Kauf- 
mann’s Exhibit No. 48]. Would you like to look at this? 
Mr. Bayre Levin. Yes. 

i 

By Mr. Gordon: 

Q. This came from your files of the Kay Associates? A. 
Yes, that is a memorandum that I received. It shows dn 
the back the stores. 

Mr. Gordon. Any objection ? 

Mr. Bayre Levin. No. 

By Mr. Gordon: 

i 

Q. Will you explain to the Court what this is? 

It is quite short, just read it to the Court and tell what 
happened. It is a memorandum to Mr. C. D. Kaufmann 
from Mr. M. S. Goldnamer. A. It states: “My Wilkins has 
just given me the report of the financial position of the 
E. M. R. Company as of today. 

It shows that we are $246,070.62 short of having enough 
money to pay our current bills, taking for granted that we 
shall get the $316,581.73 in full that the stores owe 

1719 us for the current month’s shipments. 
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I should not like to borrow any more money from the banks 
this month as we owe them $400,000 now ($100,000 due this 
month). i 

Therefore, anything that yon can have the stores advance 
will be just that much help to ns. ’ ’ 

As a consequence of having received this, Mr. Walters on 
my request went over the stores * statements and found 
those that had liquid surplus cash and they were enumerated 
on the back of this memorandum, those stores they could 
expect remittances from, and the $200,000 was gotten that 
way and sent in advance to the Rosenthal Company. 

Q. You collected $200,000 from the stores? A. Yes, sir. 

Q. And they loaned that to the E. M. Rosenthal Jewelry 
Company? A. Over and above the bills payable. 

Q. What is the date of that? A. August 4, 1942. This 
is not an uncommon thing. 

Q. That is just one illustration how it worked to have 
the stores loan money to the E. M. Rosenthal Jewelry 
Company? A. Yes, sir. 

•'• 1 # • • • • • • 

1720 [Defendant Kaufmann’s Exhibits Nos. 48 and 49 
received] 

By Mr. Gordon: 

Q. Mr. Kaufmann, I show you another letter on the letter¬ 
head of the Rosenthal Jewelry Company, dated July 1,1942 
[referring to Defendant Kaufmann’s Exhibit No. 49]. 

Something has been said about a bonus you got from that 
company. 

Will you explain to the Court where that letter came from 
and read it to the Court, because there is no objection to it. 
A. That is dated July 1,1942. This accompanies the check 
I got in the first instance. 
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1721 A. It states: j 

“It is with genuine pleasure that we hand you the 

enclosed check in appreciation of your fine efforts in our | 
behalf. 

Trusting that you will be restored to the best of health j 
very soon, and with every good wish, we are, ! 

Very truly yours, 

i 

E. M. Rosenthal Jewelry Company 
By Marc, Secretary-Treasurer.” 

# • # .. | 

Mr. Gordon. Mr. Levin has put in evidence Sched- I 

1722 ule 21(f) of his Exhibit 3,1 think it was. 

Mr. Bayre Levin. Yes. 

Mr. Gordon. That is a resolution passed by Kay Stores 
on December 28, 1939, authorizing and directing that not | 
more than 20 per cent of the funds in the revolving fund ! 
could be loaned to employees of the system for the purchase 
of stock in the corporation. 

By Mr. Gordon: j 

| 

Q. Do you recall that that was done, Mr. Kaufmann ? A. 
Yes, I do. | 

Q. And since that time has the Kay Associates, Inc., 
been binding funds to employees out of the revolving fund 
for the purchase of stock in corporations? A Yes, up to 
the percentage allowed. j 

Q. Up to 20 per cent? A Yes, allowed. 

Q. That is the same system that theretofore had been 
followed by General Associates making loans to them? A 
Substantially the same with a few little ramifications. 

Q. What were the differences? A. The main difference 
was that more men viewed the passage of the loan and 
. passed on the man’s ability before they extended the loan 
plus the fact that in this set-up there was a meticulous 
record kept and men were dunned if they didn’t pay and 
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kept after in a little different manner, bnt fundamentally 
this thing was for the same purpose. 

Q. Now the only other thing along that line, will 

1723 yon explain to the Court what the Thrift Club was? 

Some of Mr. Levin’s exhibits are resolutions au¬ 
thorizing the establishment of a Thrift Club. Will you ex¬ 
plain that in a few words? A. Well, as I traveled around 
the stores, it was natural to observe where it has hundreds 
of young fellows and girls who were just employees and 
probably no different employees than the hundreds of other 
stores of the same type, so it struck me it would be bene¬ 
ficial to them and certainly beneficial to the organization 
if we could get enrolled a lot of these people by their own 
volition, their own choice into something we later called 
the Thrift Club. 

, i It was obvious if our little cashier working in the Kay 
Store earned $25 a week and a cashier in the department 
store across the street earned $25 a week, but in the Kay 
Store she would have an opportunity and a feeling of real 
ownership and eventually get dividends. 

We invited all employees to participate. We notified 
all employees desirous to do it. Each manager sat down 
and explained the purpose of the Thrift Club, and any per¬ 
son employed by the Kay Company for a year or more was 
endorsed by the manager and supervisor, and was enrolled 
in the Thrift Club. 

These young people could put in the Thrift Club a 
dollar or two or five a week and we also had something as 
an inducement, we paid 2 per cent as a savings on that plan 
per annum, and as a result at one time I guess we 

1724 must have had 300 people on that list Some had 
stock. Some had not. They were very anxious to 

enter. It was the first time I suppose the smaller people 
in any organization could buy stock in a corporation and 
not buy on the market, and it created quite a furore and 
they got quite a kick out of it, and all enrolled, and when 
a hew store was opened I suggested there be set up 10 per 
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cent of all that stock to be allocated among the Thrift Clnb I 
members, and that is the procedure that was followed for j 
some time until the war broke out, and then it was utterly 
impossible to do that and we didn’t want all that money 
laying in our depositories as a trustee and we refunded it. j 

I hope it can be inaugurated again. 

# * - * • * • • *' • I 

i 

By Mr. Gordon: 

I 

Q. Mr. Kaufmann, I want to turn now to the question of 
the allocation of the stock in 18 of these corporations which 
were organized to operate retail stores which are involved 
in this case, during the period from December 1935, when 
the Elm Corporation was formed, down to the institution j 
of the suit. I 

1725 Will you please state how that was done? A. As 
a new store was to be opened it was at first decided} 
what type of corporation it was to be or where it should be 
incorporated. 

Mr. Wilkes. Have you fixed a date? j 

Mr. Gordon. It is from the 1st of January approximately, 
1936 down to the time the suit was started. I am talking 
about corporations since the organization of the Elm Cor-f 
po ration. 

The Witness. You wish me of course to skip all those 
I had nothing to do with. Is that right? 

By Mr. Gordon: 

Q. Yes. A. I would first contact all the supervisors and 
I would request them to send me the name of the man they 
felt was ready for stock or had reached the position wherie 
he had. earned the right to buy stock. I have heard the ex¬ 
pression * 1 given stock,” but that is not true. I have heard 
the expression these men who bought the stock weren’t 
risking anything. Well, they certainly were. There was no 
guarantee a coming corporation would be successful, bit 
they did have the privilege of investing money. I will pit 
it that way. i 



So these supervisors sent me an itemization of men suit¬ 
able for investment. If I was not familiar with a man they 
would give me his qualifications. 

I would,take that list and place them on a sheet and by 
process of. elimination determine which ones we could ac¬ 
commodate because you could only give so much 

1726 stock. Then we would take into consideration the 
Board, and that was the manner of procedure I used. 

Subsequently I would take that list to Mr. Marc Gk>ld- 
namer and he would go over the list with me and from time 
to time has made suggestions that either additions or 
deletions be made. 

After that was done I would take that list to E. L Kauf- 
marm and he would follow the same process. 

Now I think I should be privileged to say at this juncture 
in the more recent years the suggestions on the part of 
myself were almost completely honored as to those that we 
felt should get stock. Now that followed in the course 
whether I:had actually participated in the opening of the 
store or obtaining of the lease or whether Mr. E. I. Kauf- • 
Tnarvn had anything to do with it or somebody else had any¬ 
thing to do with it 

We have always looked upon the allocation of stock as 
the right of an individual to participate. I might have the 
right to open a store and allocate stock to Mr. E. L Kauf- 
mann- 

Q. (Interposing) Never mind the legal theory. A. I am 
not outlining a legal theory. It is what I would do. 

Q. We assume what you did was right. I just want to 
know what, you did. 

I want to be sure we are talking about the same thing, and 
I am showing the witness Stipulated Exhibit No. 1, be¬ 
ginning with the Lawrence, New Britain, Malden, 

1727 New Bedford and Atlanta stores, and ending up with 
the Arlington store. That first group did you have 

anything to do with that? A. No. 
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Q. Never mind that one that is on that list, that was prior 
to the Elm. Begin with Lawrence and Malden. A. In order 
to save time, I did not have much to do from Lawrence to 
New Britain, the four stores. That was done mainly by 
Mr. Goldnamer and Mr. E. L Kanfmann. 

I was asked for suggestions as to who I felt should be 
included in the list. For the last 10 or 11 years I was more 
familiar with the entire personnel than either Mr. Gold¬ 
namer or Mr. E. L Kanfmann because I was in the field and 

I 

they were not. From then I had to do with all in the years 
you have spoken of except those stores that are in Cali- j 
foraia. That was handled by Dave Trattner. ] 

Q. Now after it had been determined who would be ! 
offered the stock in the companies did you have anything to | 
do with the collection of subscriptions and the issuance of 
the stock itself? A. No, I would complete these allocations 
as outlined. I would discuss the type of incorporation and I 
number of shares and those things would be determined | 
and the later leasing would literally or practically be j 
dumped in the lap of Mrs. Mullins or Mr. Goldnamer and | 
they proceed to get the money in and issue the 
1728 stock. 

* * *.# * * # * • I 


1729 Thomas W. Brown, a witness previously called on 
behalf of the Defendants Kaufmann, 


By Mr. Gordon: 

Q. Mr. Brown, there were two unfinished matters this 
morning. 

First have you talked to Mr. Leighton about that head¬ 
ing of the schedule? What schedule is it? A. It is Plain¬ 
tiffs 1 Exhibit 3, Schedule 7. 

Q. Have you gotten a satisfactory heading for it? A. 
Yes. 

Q. What is it? A. The heading now reads Schedule 
showing funds borrowed or promissory notes discounted! 


I 
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or guaranteed by the E. M. Rosenthal Jewelry Company for 
the purpose of assisting and securing funds for the vari¬ 
ous associated retail jewelry corporations indicated. 

Mr. Gordon. If the Court please may we change the 
actual schedule? 

The Court Yes. 

• # • * * # • • * • 

i 

i 

Mr. Wilkes. May it please the Court, may the record 
show at this point in connection with the schedule Mr. 

1730 Gojldnamer has given testimony that the actual me¬ 
chanics in many instances involved the receipt of a 

note from the retail store and then the E. M. Rosenthal 
Jewelry Company would go to the bank and borrow on its 
own obligation money, merely retaining in the vault of the 
E. M. Rosenthal Jewelry Company the note of the retail 
jewelry corporation, so there wasn’t, in the sense that 
might be inferred, a guarantee. There were two separate 
transactions. It added up to the same thing. 

The Court. That is my recollection of the testimony as 
to how the transactions were handled. 

Mr. Gordon. Whatever the testimony shows, Mr. Wilkes. 
Mr. Wilkes. The caption would not be strictly accurate, 

By Mr. Gordon: 

Q. Did you hear that, Mr. Brown? A. Yes, I heard that, 
and I believe that to be a fact. 

Mr. Gordon. That settles it. 

• • • • « « « * • 

* 

1731 [Defendant Kaufmann’s Exhibit No. 42-A re¬ 
ceived] 

1733 [Defendant Kaufmann’s Exhibit No. 50 received] 

• •••••••• 

Marcus S. Golduamer, a witness previously called, re¬ 
sumed the stand, 

* * • • • • • • « 



I 
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By Mr. Wilkes: 

i 

Q. Mr. Goldnamer, I hand yon Defendant Kanfmann’s I 
Exhibit No. 50, and ask yon if that is the type of report 
which from time to time is forwarded to yon? A- I can 
make this very short and explicit. 

From the day the Rosenthal Jewelry Company was 
formed orders were given to all Kay Stores to send monthly) 
reports of the entire bnsiness to Mr. Kanfmann and a copy! 
to myself. It has, I notice, been changed from time to time, 
and in recent years, particnlarly since Elay Associates, Inc., 
have come into existence the stores have not followed that 
ont except with some exceptions. There are some stores 
that send this same report to me now every month and I 
have on my desk or in my secretary’s file right now, and I 
can get them in 30 minutes if the Court desires a copy of 
these reports from several stores. 

1734 Mr. Gordon. The form of report has been changed 
from time to time. / | 

The Witness. It has been added to, but this page is just 
the same. It is a complete report of the store’s activity 
and I might add, if I may, up until the very fine organiza¬ 
tion of supervisors of Kay Associates, Inc., it was my dutjy, 
as well as Mr. Kanfmann’s to go over these reports and 
write to managers regarding their reports monthly. How 
well we did that I will not speak about. j 

By Mr. Wilkes: j 

Q. These reports you received recently have come from 
Kay Associates, Inc.? A. No, they came from the indi¬ 
vidual stores. The store makes them out. I don’t know 
whether duplicates or triplicates, but whatever number 
they want they send a copy to me. Only a few of them do 
it at the present time. 

The Court. Mr. Goldnamer referred to a certain page 
and said this page is the same. That was the first page? 

The Witness. Excuse me, I meant to say the headings 
and columns or notations have been changed, but it is in 
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reality the general report from the store that goes to the 
Kay Associates. 

By Mr. Gordon: 

Q. Do you ever recall writing a letter to Mr. Cecil Kauf- 
mann about his report when he was in the Franc 

1735 Store? A. No, sir. I can recall discussing reports 
from local managers many times. 

Cecil David Kanfmann, was recalled on behalf of the 
Defendants Kaufmann, 

• •••••••• 

By Mr. Gordon: 

Q. You have just heard Mr. Goldnamer’s testimony. Do 
you want to add anything to it or say anything different in 
and respect? A. I dislike personal issues wholeheartedly, 
but Mr. Goldnamer is in error. 

In 1936 at one of our first Board meetings all of these 
men started talking about the tremendous work of making 
out these very analytical reports, and then having to make 
them in triplicate and four copies and so forth, and they 
said it served no purpose to have so many people having 
statements, because it is a working statement, because it is a 
complete detailed analysis of our business. 

1736 It was agreed there and then that copies sent to 
men, no matter who they were be abandoned and in 

1936 or 1937 the only copies that left the Kay Stores went 
directly to Kay Associates. 

Mr. Goldnamer of course had entree any time he chose 
and his secretary very often got reports from our files. 
Now it is possible from time to time Mr. Goldnamer may 
have asked a particular store to send a report. The fact is 
last week we got a letter in the office asking if they had to 
send such a report to Mr. Goldnamer because it was a 
particular request. That report is not the same report that 
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was gotten in the days of which he speaks. In those days it ! 
was a triple sheet. Today it is a quadruple. It is a com¬ 
plete breakdown. 

i 

• # • • * • • • • | 

i 

Mr. Rover. If your Honor please I offer at this 

1737 time that portion of Schedule 27 which was hereto¬ 
fore offered, page 1, simply the top portion of it as it 

refers to the salaries paid to C. D. Kaufmann. 

As I understand that was offered before as I remember,) 
but your Honor thought it was not relevant at that time. I 
think it is relevant now because Mr. Kaufmann has said in 
his direct examination what his salaries were. In other 
words he made a partial statement of what they were. This! 
schedule will show the complete salaries from 1936 to 1943, 
inclusive, including the salary paid him in 1938 by General 
Associates. I 

I offer that at this time in view of the fact the salary 
situation was opened up by Mr. Kaufmann on his direct 
examination. ! 

Mr. Gordon. If the Court please, this schedule was ofj- 
fered by the plaintiffs and we objected to it and the Courft 
sustained the objection because it has salaries from other 
things, other organizations, dividends. ! 

Mr. Rover. I am not offering the dividends. 

• •••••••!• 

I 

1738 Mr. Gordon. This schedule was offered by tlie 
plaintiff and the Court did not admit it One of the 

things that was said was I said at the time I was perfectly 
willing to have put in evidence the salaries that were re¬ 
ceived from the E. M. Rosenthal Jewelry Company, from 
Kay Associates and from General Associates, and as part 
of my case I carried out that statement by offering this. 
Mr. Levin objected to my putting them in. He said he 
didn’t want me to. That happened yesterday and it was 
taken out. . I 

I 

I renew my motion to put in evidence the salaries these 
men got from the Rosenthal Company, General Associatjes, 

• I' ; 

. ■ . i • 


I 
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and Kay Associates. I don’t want a schedule of this kind 
pnt in evidence that has all kinds of other things on it. 

The Court. The only thing I would admit would be the 
top portion giving the salaries of Mr. C. D. Kaufmann in 
the E. M. Rosenthal Jewelry Company, and the others if he 
did receive a salary, the portion showing the salaries re¬ 
ceived and np other part. 

Mr. Rover' That is all I offered. 

’The Court, It doesn’t make any difference but it could 
be separated; 

• ••*••••• 

1739 Mr. Gordon. There is something funny about this. 
Here you have a salary from General Associates in 

1938 of $20,000. He certainly didn’t receive that. It is 
totally different from the one Mr. Levin prepared and our 
auditor checked, and the one I offered is one Mr. Levin gave 
and it was checked too by him. Nobody has checked this. 
It certainly doesn’t look right to me. 

My Bayre Levin. Mr. Leighton pursuant to the permis¬ 
sion of this Court examined the income tax returns of this 
defendant and he is willing to take the stand and swear this 
statement is prepared from income tax returns as stated 
in the present heading. 

The Court. Well, I of course can’t admit this schedule 
unless its correctness is admitted. Without proof of its 
correctness that may involve some rebuttal. 

• ••*••••• 

1740 The Court. (Interposing) Now let me say this 
about this whole matter. The auditors ought to be 

able to determine tonight just the salaries that were re- 
. ceived, and let them bring in a separate schedule. 

Mr. Gordon. Now let us get it straight. First, are we 
talking about calendar years? 

The Court. I want fiscal years. Calendar years mean 
nothing. 

Mr. Gordon. All right, this is a calendar year. The 
old one was a ’fiscal year. 
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The Court. I don’t think it is necessary to discuss it any 
longer. The auditors can get together this evening 
1741 and we ought to be able to have a schedule here in 
the morning everybody can agree on. 

Mr. Gordon. What companies? 

The Court I suppose there is no difference, Mr. Kauf- 
mann is listed as receiving salaries from companies on this 
schedule Mr. Rover has submitted. I don’t think there are 
any others. 

Mr. Rover. That is all I have in mind. 

Mr. Gordon. Is it to include salaries and bonus? 

The Court Just the salaries, I believe. That is all I 
understand he was offering. 

Mr. Bayre Levin. It is a compensation schedule. 

The Court. Salaries and bonuses? 

Mr. Gordon. Ought not the bonus to be stated separately 
from the salaries? 

Mr. Rover. Yes. 

Mr. Gordon. - Do you think you can do that, Mr. Brown? 

Mr. Brown. May I see what companies you are referring 
to, Mr. Gordon? 

Mr. Rover. The top one on page 27. 

Mr. Rover. I don’t know whether I can do it on anything 
except Rosenthal, General Associates and Kay Associates. 
The other came from the stores. I don’t know whether 
there is sufficient information. 

The Court. I don’t think the question of the salary of 
Mr. Kaufmann, the amount of the salary cuts any figure 
here. 


1742 The Court. I don’t think that has much to do with 
the case. I don’t think the salary has anything to do 
with the right to receive distribution of stock. 

If Mr. Gordon was going to argue his salary was inade¬ 
quate perhaps I would be interested. I don’t say now that 
he has no right to the distribution. The charge is here 
certain persons weren’t allowed to participate. 

• •••••••• 
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1743 The Court As I say it doesn’t make any difference 
whether he was properly compensated or not, or 

whether he drew too much. The question is whether under 
all of the circumstances of this case the Rosenthal interests 
were prevented from acquiring stock in these corporations 
that they should have been allowed to subscribe to, and I 
don’t see that the question of salary has anything to do 
with it. 

I excluded the evidence on the question of salary in the 
first place, and now the questions has come up simply 

1744 because Mr. Kaufmann gave some testimony as to 
the -amount of salary he received. 

Inasmuch as you can not agree upon the amount of salary 
received and Mr. Brown says the records are not here, so 
that he can not obtain the exact information, as to the 
amount of the salaries Mr. Cecil Kaufmann received, in 
view of the position I am taking, and I think I shall main¬ 
tain that position, I don’t see that the evidence on that 
n question has anything to do with the case, and I think it 
might be just as well to strike from the record all the'testi¬ 
mony of Mr. Kaufmann concerning his salary. 

«'# * • * * * • • 

1745 Mr. Bayre Levin. I offer to put Mr. Leighton on 
the stand to state that the schedule showing the 

salaries has been made from the retained copies of income 
tax returns furnished to him by the defendant. 

That is the nature of my tender, and I don’t think I need ' 
to go through the formality of putting the witness on the 
stand. 

The Court. Now probably your testimony at this stage 
of the game, if you wish to show that wasn’t part of your 
case in chief, I think it was, the mere fact Mr. Cecil Kauf¬ 
mann testified to something now about his salaries inci¬ 
dentally, and these claims about it—you put in that testi¬ 
mony, did you not, about his bonus! What he said about 
that. You read his deposition on that! 

Mr. Rover. Yes, your Honor. 
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1746 The Court. I think if you want to put any further 
evidence in as to what Mr. Kaufmann’s situation was 
with reference to compensation and bonus, you should have 
put it in the case in chief and not rebuttal, especially in view 
of the fact the records are not here. 

I will sustain the objection on that ground. 

Mr. Bayre Levin. The records I understand are here. 
They have been subpoenaed. 

The Court. Mr. Brown says the records are not here 
from which he could verify it. [ 

Mr. Bayre Levin. But these schedules purport only to be 
based upon the income tax returns of this defendant and 
those records have been subpoenaed and I assume are here. 

The Court. Well I think I shall sustain the objection. We 
have come to the place to argue the case and I don’t think 
the case should be opened up again. So I sustain the ob¬ 
jection. 

• * * * * * • • | • 

1753 [Plaintiffs’ Exhibits Nos. 58,59, 60, 61,62,63,6j4, 
1753-A 65, 66, 67 and 68 received] i 

# • # • * • # • # j # 

I 

Excerpts from Argument on Behalf of Plaintiffs, by | 

Mr. Bayre Levin I . 

: 

1759 Mr. Bayre Levin. May it please your Honor, let 
me say at the outset those whom I shall refer to as 
the Rosenthal interests in this argument do not rely upon 
any agreement with the defendants or with the defendant 
company for participation in the proceeds of the activities 
of the defendant company, whatever they may be. Their 
claim rests upon what I consider to be the established prin¬ 
ciple that officers in control, dominating stockholders in con¬ 
trol of a corporation are fiduciaries or trustees for stock¬ 
holders, and that in such capacity they are bound to account 
to stockholders for their proportionate part of such prod¬ 
ucts, profits or results of the activities of the corporation. 

• • • # # * * * * 
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1789 The Elm Corporation being a personal holding 
company, of course it couldn’t build up any surplus 

except upon paying the penalties imposed by the Internal 
Revenue Code upon personal holding companies which do 
not make distributions, and Mr. Newman makes that per¬ 
fectly clear in a subsequent letter, in the letter which he 
sent in reply to the letter of July 8, 1939 [referring to De¬ 
fendant Kaufmann’s Exhibit No. 24], because he said, 
“Even if the Elm Corporation hasn’t the money, Maxine, 
Louise, and Eddie, Jr., should have that right” In any 
event, Mr. Newman in his reply to the letter of June 28, 
1939 [referring to Plaintiffs’ Exhibit No. 31], promptly 
denied that statement But this is important, the next 
paragraph: 1 

“We propose in the future wherever new stores are 
opened to give all the younger men in the organization an 
opportunity to subscribe to the stock issue of any new 
stores. Marc, declared himself sometime ago that he did 
not want any further interests for himself and I now am 
taking the same position.” 

Now, he refers to the future: “We propose in the future 
wherever new stores are opened to give all the 

1790 younger men * * What was the past policy, your 
Honor? What was the policy which they discarded? 

Wasn’t it the policy which was represented as being in 
existence in the letter of October 19, 1934 [referring to 
Plaintiffs’ Exhibit No. 8], the letter in reference to which 
Mr. Kaufmann said , 1 * I never told him otherwise. ” We are 
dealing with the conduct of a trustee. Therefore, we are 
dealing with moralities; we are dealing with an appraisal 
of the very high standards imposed by courts of chancery 
on trustees. 

• • • • • • • • • 
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Excerpts from Argument on Behalf of Defendants Marcus 
S. Goldnamer and Helen Goldnamer, by Mr. Wilkes 

1819 Now, may it please the Court, this business was 
formed in 1923, with the unquestionable intent to 
expand. There can be no question about that. The eight 
stores had been successful, and it was the intent to expand 
the business. Now, to restate the issue in a little different 
way, we might say that the issue today is: Is that expanded 
business, which is carried on under one roof at 702 H Street 
in this city, something which is a product of the original 
planning? Is it a product of the purposes originally stated 
and ever since carried out? Or is it something that cannot 
be defined? Is it something that E. L Kaufmann, as he 
testified to, can turn over to a board of supervisors which 
has no legal standing at all and let them do with it what 
they please? I submit that can’t be. | 

I 

*#**##*#• 

I 

1825 Let’s briefly refer to what Mr. Goldnamer said 

about this plan that Mr. E. L Kaufmann proposed. | 
It involved the integrating of the eight original stores in the i 
Kay group. It involved the opening of the so-called whole- ! 
sale house. Now, Mr. Gordon calls it “wholesale,” and Mr. 
Levin calls it 4 ‘ retail. ’ ’ I submit it isn’t much different what 
you call it. What it actually is is an agency to buy the prod- | 
ucts sold in the retail stores. In no sense does it fit the defini- | 
tion of a wholesale or a jobbing house. It doesn’t fit it be- i 
cause it has only one customer. There, is no competition. 
And, as Mr. Levin pointed out yesterday, you have the very j 
unusual arrangement that this so-called wholesale house 
gets paid a percentage on goods which it doesn’t even 
handle: gets paid ten percent on purchases made directly 
by the stores; and of course it is not a retail house in that 
it doesn’t sell directly to the buying public excepting to the 
officers and employees of the company. j 

Now, what was another plan? What was another part of 
the plan? Money should be made two ways: Money should 
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be made by having this so-called wholesale house render a 
service for which they would get paid gross 10 percent on 
the cost price of every item sold by the then existing and the 
future stores; and of course these five men would make 
money as tbe result of the net income produced from the 
existing and the newly opened or newly to be opened 
1826 retaij. jewelry stores. The business was to be ex¬ 
panded, Mr. Goldnamer says. There was no thought 
of stopping with the eight stores; that was only the first 
step. Immediately other stores were opened up, and inci¬ 
dentally the stock of those next stores to be opened up was 
taken directly by the E. M. Rosenthal Jewelry Company. 
There was in this plan a plan that the five men should con¬ 
trol each one of these newly opened stores, should hold the 
controlling'stock in it, and that a minority stock would be 
given to the manager of the business on the premises, to the 
end that he would have some proprietary interest and be a 
good producer for himself and as well for these five men; 
and finally, that the 10 percent agreement would be carried 
out ; 

Now, I submit that in view of that state of the record, and 
especially in view of the fact that Mr. Goldnamer’s version 
represents exactly what was done for a quarter of a cen¬ 
tury—excepting as to the issuance of stock which was done 
for the next succeeding 13 years—that that shows a course 
of action which in and of itself supports the original under¬ 
standing. 

Mr. Levin says he doesn’t rely upon a contract. As I 
understand his position, he says that there was an under¬ 
standing a$ to what the purposes of the E. M. Rosenthal 
Company should be. All right; I’ll go along with him on 
that: Conforms to the fact, it probably as a matter of law 
g^ives him rights under his fiduciary claim that he might not 
otherwise have. But I say, call it what you may—call it an 
agreement, call it an understanding—it adds up to a con¬ 
tract, because that is what an agreement and that is what 
an understanding is. It is a contract as to what the course 
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of conduct of those people shall be, and that course of 
1827 conduct was carried out thereafter. 

! 

• • • • • • • * * | 

1841 Mr. Levin dealt with that matter yesterday and | 
referred to specific cases, and he has introduced a 

great deal of evidence which shows that there was one uni -1 
fied control of this entire jewelry business and that kind of j 
evidence will support the doctrine of corporate opportunity, 
but there is another principle somewhat akin to it, which . 
will likewise just as adequately support the doctrine of] 
corporate opportunity and I submit that while the two 
rules are given in the Loft case, which has been referred! 
to by your Honor, the second rule is expressed in the Loft 
case, but it such a laborious decision it might easily be 
missed, and I am going to call it to your Honor’s attention] 
not because it is just in the Loft case, but because it is iii 
the Loft case and many other cases. However, this 
presses it succinctly, and the application of this case 
appear to your Honor immediately: 

“ Where a corporation is engaged in a certain busi- 

1842 ness, and an opportunity is presented to it embracing 
an activity as to which it has fundamental knowledge, 

practical experience and ability to pursue which, logically 
and naturally, is adaptable to its business having regard 
for its financial position, and is one that is consonant with 
its reasonable needs and aspirations for expansion, it matr 
be properly said that the opportunity is in the line of the 
corporation’s business .’ 1 

The Court. This is which case? 

Mr. Wilkes. This is the Chancellor’s decision in the 
Lift case which is affirmed by Chief Justice Layton in the 
Appellate Court, and I will refer to it in the brief. I don’t 
have the exact page here, but that is the statement of law 
which doesn’t make it necessary to show the use of facili¬ 
ties. It, in short, merely makes it necessary that the cor¬ 
porate opportunity be one which in general was in line with 
the plan of expansion of the parent company. When that 
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corporate opportunity is presented to the corporation, an 
officer or agent of the corporation can’t grab it as his own. 

• ••••*••• 

1843 Mr. Kanfmann on the witness stand pointed out 
that the Rosenthal Jewelry Company entered into a 
buying spree, so to speak, and had gotten short of cash 
and Mr. C. D. Kanfmann called in tens of thousands of 
dollars to furnish money to the Rosenthal Jewelry Company 
just recently, in a matter of the last few weeks in order that 
the Rosenthal Jewelry Company could buy to greater ad¬ 
vantage tilings these stores got shortly thereafter under 
the 10 per ,cent arrangement thus obviating the necessity of 
any bank transaction. 

I don’t know how more completely the oneness of this 
whole plan could have been illustrated than it was illustrated 
by Mr. Kanfmann. 

• •••••••• 

1846 I would also like to mention in passing that Mr. 
Goldnamer conceded that he is not entitled to any re¬ 
distribution of stocks from 1936 to 1941. Your Honor will 
recall that Mr. Goldnamer said that he had discussed this 
matter. As I recall it he said he had discussed it with Mr. 
E. L Kaufmann, and Mr. Goldnamer realized that there 
were more supervisors that came into the picture, men that 
had not acquired the experience Mr. Goldnamer had. Inas¬ 
much as Mr. Goldnamer didn’t have any children and so 
forth, he was willing to waive his right and he did only 
take a nominal amount for those years from 1936 to 1941, 
and waived it for the use and benefit of these supervisors. 

I think it is rather difficult for Mr. E. L Kaufmann to 
justify his position fully. Your Honor will recall that in 
a letter to Mr. E. M. Rosenthal, Mr. E. I. Kanfmann 

1847 said, “Marc has agreed to step aside, to give stock 
for the men in active management, and I have con¬ 
cluded to do the same thing.” That was the substance of 
it, and under cross examination he said he had concluded 
to do the same thing, but he had this mental reservation, 
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not expressed in the letter, that he was going to see that his 
sons got a substantial amount of stock, and as Mr. Levin 
pointed out yesterday that his two older sons were actually 
in the business and the three sons still got substantial al¬ 
locations had never been engaged in the business, so I think 
it is very difficult for Mr. E. I. Kaufmann to testify hjis 
position that he and Marc were going to do such and such, 
especially since Mr. Goldnamer did it and Mr. E. L Kauf- 
mann who had assigned his salary quite obviously for tax 
purpose, was also giving large allocations to his sops 
whether or not all of them were actively and actually enr 
gaged in the business. But our position is this, that it jis 
Mr. Goldnamer’s choice as these corporations are formed to 
assume that he had the right, which we earnestly state to the 
Court we believe he has, it is his choice as the corporation’s 
stocks are made available to make the waiver and not the 
right of Mr. E. L Kaufmann. 

• *••••••# 

Excerpts from Argument on Behalf of Defendants 
Kaufmann, by Mr. Gordon 

I 

1854 Now, we have these separate corporations, which 
were organized by E. L Kaufmann. There is all 
kinds of talk whether he did it in this capacity or that 
capacity, but he did it. Now, my idea about the 
thing is that a stockholder in a retail store in Boston 
as such hasn’t any rights in a corporation operating a 
retail jewelry store in Toledo, and the E. M. Rosenthal 
Jewelry Company stockholder hasn’t any right as such in 
a corporation operating a retail store in Brockton, any ipore 
than a stockholder in the Brockton store has rights in the 
E. M. Rosenthal Jewelry Company. When we say they are 
separate corporations we are on firm ground. When we 
get away from that we are in a morass or no man’s land, an 
Alice in Wonderland that takes us outside of any law pay- 
body ever heard about, and that is the whole point of! the 
case—unless there is some contract that makes it otherwise, 
or unless there is some trust relationship established that 


! 
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makes it otherwise. That is the point in the case and those 
are the things I want to talk about briefly. 

• •••••••• 

i 

1863 Now, if that is so, we get right back to where we 
started, that E. L Kaufmann can get up corpora¬ 
tions ;he can offer the stock in them to anybody he chooses; 

he can change his mind as often as he wants to about 

1864 what reasons he may have in his own mind for doing 
it. It: is of no importance that these people badger 

Mr. Kaufmann by producing a letter, written in ’24: 

“You said so and so in ’24, did you? Well, now, look 
what you said in 1932. And then you see what you said in 
’37. And, oh, here’s one in ’25, and it is a little bit different 
here or a little bit different there.” 

I don’t care if he wrote a different letter every week. You 
can look at every letter in this case and you won’t find any 
letter anywhere in any of them that has the slightest indica¬ 
tion that there was any agreement to give any person any 
particular share of stock in these companies. 

• • • • • *" * * • • 
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m. 

EXHIBITS. 

Stipulated Exhibit No. 1. 

Filed Mar. 8,1946. 

2417 Stipulation' 

It is Stipulated that the attached sheets numbered Ex¬ 
hibits 1 to 6, inclusive, with index and notes, each page of 
which has been stamped (Signed) Spencer Gordon and 
initialed by Leo A. Rover (L. A. R.), Spencer Gordon 
(S. G.), and James C. Wilkes (J. C. W.), is an accurate 
statement of the original issues of stock and debentures in 
the retail jewelry corporations as indicated thereon, and 
that the same may be introduced in evidence by either side 
as proof of the facts stated in such exhibits, subject to any 
objections as to materiality and relevancy. The statement 
of members of the family groups set out under “Notes to 
Exhibits’’ indicates the persons included in the classifica¬ 
tions in such exhibits. 

Leo A. Roves 
Attorney for Plaintiffs 

Simon Hibschman 
Attorney for E. M. Rosen¬ 
thal Jewelry Company 

Spencer Gordon 
Attorney for Kaufmann 
Defendants 

James C. Wilkes 
Attorney for Goldnamer 
Defendants 
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2418 Index to Exhibits Showing the Original Issue of 
Stock and Debentures in Retail Jewelry Stores 

Exhibit No. Notes to exhibits 


1 

2 ; 

r 

3 | 

r 

» 

i 


5 

(page 1) 

5 

* 

(page 2) 

6 : 

1 

2419 


Common stock—stores established from 1916 
to 1922, inclusive 

Common stock—stores established from 1923 
to 1934, inclusive 

Common stock—stores established from 1935 
to 1938, inclusive 

Common stock—stores established from 1939 
to 1941, inclusive 

Preferred stock—stores shown on Exhibits 
Nos. 1 and 2 

Preferred stock—stores shown on Exhibits 
Nos. 3 and 4 

Debentures issued by stores 
Notes to Exhibits 


♦ 

Family groups consist of the following: 


E. I. K. and family 
Edmund L Kaufmann 
Lillian S. Kaufmann, now deceased 
Joel Kaufmann 
Robert Kaufmann 

i 

Aron Kaufmann 
Bernice Kaufmann 


E. M. R. and family 
Edwin M. Rosenthal 
Esther Rosenthal 
Edwin M. Rosenthal, Jr. 
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Mary Louise Rosenthal 
Robert Newman 
Elm Corp. 

M. S. G. and wife 
Marcus S. Goldnamer 
Helen Goldnamer 

A. J. L. and family 
Albert J. Levi, now deceased 
Jeanette Levi 
Lester Allman 
Helen Allman 

S. K. and family 
Saul Kaufmann, now deceased 
Cecil D. Kaufmann 

Isabelle Kaufmann j 

Estelle Gingold , 

I 

| 

Where stock or debentures were issued originally in the j 
name of Kaufmann-Goldnamer Co. the schedules include | 
50% to E. I. Kaufmann and 50% to M. S. Goldnamer. 

The following exceptions were made in order to arrive, 1 
at what was considered to be the true facts: j 

Kay Jewelry Company, Inc., Evansville, Ind—10 shares' 
issued to General Associates, Inc. has been considered as[ 
“other stockholders” as the records indicate that such 
shares were held for Phil Stepper. 

Kay Jewelry Company of Woonsocket, Inc., Woonsocket^ 
R. I.—77 shares issued to E. I. Kaufmann and 195 shares 
issued to M. S. Goldnamer on July 30, 1937 not considere4 
as original issue as such shares were redistributed oh 
August 6, 1937. 

(Signed) Spencer Gordon 
S. G. 

L. A. R. 

J. B. W. I 


j 

i 


M- $ I M. 11 ■ 
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RrMMfc Wo. 


Company 

Co. 


elry Company 
Company 


Company ' 
airy Company 


Location 
Beading, Pa. 
Allentown, Pa. 
Washington, D. C. 
Beading, Pa. 
Detroit, Mich. 
Columbus, Ohio 
Indianapolis, Ind. 
Springfield, Mass. 


Statg 

f 

Pennsylvania 

Pennsylvania 

D. C. : 

Pennsylvania 

Michigan 

Delaware 

r 

Indiana. 

Massachusetts 


Date 


Ho. shares 
Issued 


S.I.K. and 
family 

Shares J 


6/27/16 

100 

50 

50.00 

/19 

250 

62-1/2 

25.00 

4/17/20 

300 

62 

20.67 

2/28/21 

% 

530 

90 

16.98 

6A4/21 

1,240 

148 

11.94 

7/ 5/21 

600 

63 

10.50 

7/ 7/22 

500 

65 

13.00 

7/ 8/22 

550 

65 

11.82 


SeMeBe BQ(1 
family _ 

Shares J 


M,S»G. and 
wife 


1*J*L. a nd 
family 


S.K. and 


E.M.B. 
telry Co. 


General 


Other 

stockholders 


Shares 


- 

- 

am 

- 

- 

- 

50 

50.00 

- 

- 

- ■ 

— 

- 

— 

60 

24.00 

12-1/2 

5.00 

20 

8.00 

40 

16.00 

- 

- 

- 

- 

55 

22.00 

53 

17.66 

75 

25.00 

20 

6.67 . 

30 

10.00 

ma 

- 

- 


60 

20.00 

90 

16.98 

30 

5.66 

40 

7.55 

125 

23.58 

1 

- 

- 

- 

155 

29.25 

155 

12.50 

4 

50 

4.03 

50 

4.03 

50 

4.03 

I 

- 

- 

- 

787 

63.47 

63 

10.50 

•> 

30 

5.00 

50 

8.33 

30 

5.00 

mm 

- 

- 

- 

364 

60.67 

65 

13.00 

25 

5.00 

65 

13.00 

25 

5.00 


- 

- 

- 

255 

51.00 

65 

11.82 

25 

4.55 

94 

17.09 

25 

4.55 

«■ 

- 


- 

276 

50.17 


(Signed) SPWCKR G0B3D0S 


» 



State Date Isstted 

Maryland 6/19/23 750 
Connecticut 7/ 2/23 600 
Massachusetts 11/ /23 600 
Massachusetts 7/ 3/24 1,250 
Ohio 9/ 2/24 500 

Hew York 9/10/24 900 
Massachusetts 10/ /24, 600 
D. C. 5/ 1/25 500 
West Virginia 5/ 5/25 500 
Rhode Island 9/ 5/25 600 
D. C. , 12/ /25 600 

Connecticut 11/26/26 400 
Pennsylvania 11/22/26 400 
Ohio 10/19/27 500 
Ohio 10/29/27 300 
Delaware 8/27/28 6,000 

Tennessee 9/13/28 600 
West Virginia 2/ 4/29 400 
Connecticut 4/ 7/29 600 
Delaware 4A3/29 6,000 
Massachusetts 5/11/29 500 

D. C. 7/14/29 463 
Massachusetts 8/28/29 500 
Massachusetts 10/ 1/29 300 
Rhode Island 10/ 3/29 500 
Indiana /29 500 
Maryland 6/ 1/30 200 

Illinois 7/11/30 500 
Delaware 10/ /30 400 
Kentucky 10/ /30 500 
Massachusetts 10/30/30 300 
Massachusetts 8/ 7/31 400 

Massachusetts 10/ l/31=£eacgi 350 
Hew York 7/ 1/33 Reorg. 302 
Pennsylvania 9/ 9/33 Reorg .A 225 

Reorg.B 275 

Indiana / 34 Reorg. 500 
Connecticut / 35 400 

Addl. 200 

Delaware - 400 


The Kay Jewelry Company 
The Kay Jewelry Company 
Kay Jewelry Co* 

The Kay Jewelry Company 

The Kay Jewelry Company of Toledo, Inc. 

Kay Jewelry Co* 

Whalen Jewelry Company 
Marx Jewelry Co. 

Kay Jewelry Company of Charleston 
Kay Jewelry Company 
The Ross Company 

Tegun Company, Incorporated (Whalen Jewelry Co.) 
Kay Jewelry Company of Lancaster 
Worth Jewelry Company 
Lowe*s, Inc* 

Kay Jewelry Company 

Kay Jewelry Company 
The Kay Jewelry Company 

The Kay Jewelry Company of Waterbury, Incorporated 
Kay Jewelry Company of California 
Kay Jewelry Company of Lynn 

Franc Jewelry Company 

Kay Jewelry Company of Brockton 

Kay Jewelry Company of Waltham 

Kay Jewelry Company of Pawtucket, Inc. 

Kay Jewelry Company 

The Kay Jewelry Company of Hagerstown, Maryland 

* / y • 

Kay Jewelry Company 

Kay Jewelry Company of Charlotte, H* C. 

Kay Jewelry Company 

Kay Jewelry Company of Quincy 

Kay Jewelry Company of Salem 

Whalen Jewelry Company of Springfield 
Kay Jewelry Company, Inc. 

Kay Company of Pennsylvania 

Port Wayne Kays' Incorporated 

The Whalen Jewelry Company of Hartford, Connecticut 
Kay Jewelry Company 


Baltimore, Md. 
Hartford, Conn. 
Worcester, Mass 
Boston, Mass. 
Toledo, Ohio 


reorjA. in . 

Charlotte, H. C. 
Louisville, Ky. 
Quincy, Mass. 
Salem, Mass. 

Springfield, Mass 
Buffalo, H. Y. 
Allentown, Pa. 

Ft. Wayne, Ind. 
Hartford, Conn 

Lockport, H. Y. 


(Signed) SPEHCER OORDO* \ 








Kay Jewelry Ccwpany, Inc,, 
Evansville 


Kay Jewelry Coapany of 
Lawrence 

Kay Jewelry Comany of 
Malden 

Kay Jewelry Cowpany of 
Sew Bedford 

The Kay Jewelry Coapany 
ef Hew Britain, 
Incorperated 

Kay Jewelry Coapany 

Kay Jewelry Coamany, 
York, Pa. 

Kay Jewelry Co. of 
Yeensocket, Inc. 

Kay Jewelry of 

Greensboro, t lnc. 

Mash Jewelry Coapany* 
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itggfttlon 

Evansville, Ind. 

SUte 

Indiana 

Pate 

8/ 1/35 

Lawrence, Mass, 

Massachusetts 

7/28/36 

Malden, Mass, 

Massachusetts 

7/28/36 

Hew Bedford, Mass, 

Massachusetts 

10/ 7/36 

Mew Britain, ConoL 

Connecticut 

10/ 7/36 

f 

? 

Atlanta, Ga. 

York, Pa. < 

Georgia 

Pennsylvania 

10/10/36 

8/14/37. 

• 

Woonsocket, R. I. 

Rhode Island 

8/23/37 

Greensboro, H. C. 

Worth Carolina 

9/ 9/38 

Lons Beech, Calif. 

California 

12/ 8/38 


OBIGIHAL ISSUE Of COMMON 


Ho. shares 
issued 

. E.I.K. and 
_ family_ 

E.M.B. and 
faaily 

Shares 

% 

Shares 

x 

400 

75 

18.75 

50 

12.50 

2,500 

305 

12.20 

145 

5.80 

2,500 

300 

12.00 

140 

5.60 

2,500 

325 . 

13.00 

130 

5.20 

2,000 

245 

12.25 

* 110 

5.50 

3,000 

* 255 

8.50 

100 

3.33 

300 

120 

40.00 

10 

3.33 

400 

50 

12.50 

15 

3.75 

400 

65 

16.25 

20 

5.00 

600 


f 

mm 





M.S.G. and 
wife_ 

A# J »L# md 
family _ 

S.K. and 

_ family _ 

sftasgg 

X 

Shares 

X 

Shares 

X 

40 

10.00 

- 

- 

40 

10.00 

160 

6.40 

70 

2.80 

185 

7.40 

170 

6,80 

65 

2.60 

170 

6.80 

160 

6.40 

65 

2.60 

185 

7.40 

140 

7.00 

45 

2.25 

105 

5.25 

155 

5.17 

55 

1.83 

155 

5.17 

5 

1.67 . 

- 

- • 

39 

13.00 

5 

1.25 

- 

- 

54 

13,50 

10 

2.50 


mm 

42 

10.50 


E»M.R. General Other 

Jewelry Co. ^taociates. Inc, gtockholfler g 


8hares 

X 

Stages 

X 

Shares 

x 

- 

- 

- 

r 

195 

48.75 

- 

- 

273 

10.92 

1,362 

54.48 

- 

- 

94 

3.76 

1,561 

62.44* 

- 

- 

103 

4.12 

1,532 

« 

61.28 

• 

- 

56 

. 2.80 

1,299 

64.95' 

1 


»;.*V; 

94 

3.13 

2,186 

72.87 

- 

- 


- 

126 

42.00 

mm 

mm 


- 

276 

69.00 

- 

- 

8 

2.00 

255 

63.75 


_ 

180 

30.00 

420 

70,00 




(81«ned) 3PBHCZB OQHDOI 


f 


/ 


Name 


Whalen Company of Indiana 

Evansville, Ind. 

Kay Jewelry Company of 

San Diego 

San Diego, Calif. 

Kay Jewelry Company of 
Chattanooga, Inc. 

Chattanooga, Tenn. 

Whalen Jewelry Company 

Springfield, Mass. 

The Swope Jewelry Company, 
Inc. 

Washington, D. C. 

Kay Jewelry Company, Inc. 

Buffalo, N. Y. 

Kay Jewelry Company of 
Sacramento 

Sacramento, Calif. 

Kay Jewelry Company of 
Knoxville, Tennessee 

Knoxville, Tenn. 

Kay Jewelry Company 

Jacksonville, Fla. 

Franc Jewelry Company of 
Virginia, Inc. 

% * 

Arlington, Va. 


v Incorporated 


No. shares 


Date 

• 

issued. 

Indiana 

4/ 1/39 

Class A 

400 



Class B 

320 

California 

7/20/39 

Voting 

1,000 



Common 

3,000 

Tennessee 

11/ 1/39 


2,925 

Massachusetts 

12/26/39 

Beerg. 

787-1/2 

Delaware 

1938 


477 

New York 

8/16/43 

(Temporary 

500 



(Reorg. B 

340.0 



( A 

60 

California 

6/22/40 


3,000 

Tennessee 

8/ 8/40 


3,000 

Florida 

11/15/40 


3,000 

Virginia 

11/22/41 


300 


(Signed) SPENCER GORDON . 



£5325 


VTTtC 


iLM 


X 

Shares 

X 

12.50 

: 21 

5.25 

12.50 

16.8 

5.25 

30.00 



6.67 

; so 

1.67 

13.67 

* 


f 2 43.62 

: 38-1/2 

4.89 

41.93 

f 10 

T 

2.10 

19.68 

4 

> 45.6 

13741 

8.33 

[ 50 

1.67 

19.83 

» 

t 

- 

16.67 

1,175 

39.17 

11.33 

T 



l 

t 

r 

\ : 


t 


? 


Shares 

JL • 

Shares 

x_ 

5 

1.25 



4 

1.25 

- , 

- 

300 

30.00 



5 

.17 

- 

- 

25 

.85 

25 

.85 

78-1/2 

9.97 

- 

- ' 

3 

.63 

* 

- 

- 

4.5 

1.32 

31.2 

9.18 

5 

.17 

- 

- 

5 

.17 

- 

- 

5 

.17 

25 

.83 

34 . 

11.33 




t 



S.K. and 




Shares 


62 15.50 

49.6 15.50 


100 3.33 

300 10.26 


38-1/2 4.89 

150 31.44 


23.8 7.00 

40 66..67 

175 5.83 

545 18.17 

300 10.00 

130 43.34 





Shares 

X 

262 

205.6 

65.50 

64.25 

• 

400 

2,645 

40.00 

88.16 

2,175 

74.37 

; ~ C 

288-1/2 

! 

36.63 

i 

114 

23.90 

500 

168 

20 

100.00) 

49.41, 

33.33)* 

j 

2,520 ■ 

84.00 

. i-; • ' • i 

• .rc* : •* • 

1,855 

I 

61.83 

i 

995 

i 

33.16 

1 

102 

34.00 
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(Signed) SPENCER GORDON 
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B.I.K. 


Name 

^^oa 

State 

&t£ 

: issued 

Shares 

-1 

She lay Jewelry Company - 

Boston, Hass* 

Massachusetts 

7/ /24 

1,250 

- 


The Kay Jewelry Company of Toledo, Inc* 

Toledo, Ohio 

Ohio 

9/ 2/24 

500 


me 

’Kay Jewelry Company 

Buffalo, N. 7* 

New York 

9/10/24 

900 

- 

- 

Kay Jewelry Company 

Providence, B* I* 

Rhode Island 

9/25/25 

600 

- 

mm 

.Kay Jewelry Company of Lancaster 

Lancaster, Pa* 

Pennsylvania 

11/22/26 

400 

93 

23.25 

Worth Jewelry Company 

» 

Toledo, Chio 

Ohio 

10/19/27 

500 

75 

15.00 

;Lowe's, Inc* 

Col tabus, Ohio 

Ohio 

10/29/27 

200 

mm 

- 

.Kay Jewelry Company 

Nashville, Taxm. 

Tennessee 

9/13/28 

600 

94 

15*67 

j Kay Jewelry Company •' 

Oakland, Calif* 

Delaware v 

/28 

100 


- 

■ Fort Wayne Kays* Incorporated 

Ft* Wayne, Ind* 

Indiana 

/29 

500 

- 

- 

; Fort Wayne Kays* Incorporated 

Ft* Wayne, Ind* / 

Tnrii»n» 

/29 

75 

mm 

-- 

Kay Jewelry Company of California 

Long Beach, Calif* 

Delaware 

4/13/29 

100 

* 

- 

Kay Jewelry Company 

Peoria, Ill* 

Illinois 

7/11/3Q 

500 

- 

- 

Kay Jewelry Company of Charlotte 

Charlotte, N* C* 

Delaware 

10/ /30 

400 

35 

8.75 

f Kay Jewelry Company 

Louisville, Ky* 

Kentucky 

10/25/30 

500 

46 

9.20 

! ^ • 

; Kay Jewelry Company of Qnlncy 

V j 

Quincy, Mass* 

Massachusetts 

10/30/30 

300 

12 

4.00 

; Kay- Jewelry Company of Salem 

Salem, Mass*" 

Massachusetts 

8/ 7/31 

400 

73 

18.25 

. Whalen Jewelry Company 

Springfield, Mass* 

Massachusetts 

10/ 1/31 

350 

66 

18*86 

Kay Jewelry Company, Inc* 

Buffalo, N* 7* 

New 7ork 

7/18/33 1st 

302 

- 


Kay Jewelry Company, Inc. 

Buffalo, N. 7* 

New 7ork 

7/18/33 2nd 

562-1/2 

29-1/2 

5.25 


* 
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x 

BJI.a. 

M.S.G. 

_and wlf»_ 

- s - 

A.J.L. 

_asd family 

- S.K. 
and family 

E.M.B. 

Jewelry Co. 

\ ^ ’ X. 

General ^ 

Associates. Inc. 

% 

Other 

stockholders 


X 

Aim 

X 

Sharas 

X 

Shares 

JL 

Sharas 

JL 

S&res 

X 

Sbasa* 

JL 


- 

- 

a* 

72 

5.76 


- 

mm 

- 

- 

- 

1,178 

94.24 

• 

- 

* - 

■a 

1 

•20 

- 

• 

- 

- 

— 

- 

499 

99.80 

- 

aa 

- 

- 

54 

6.00 

- 

- 

- 

■ 

- 

- 

846 

94.00 

- 

- 

- 

- 

- 

- 

- 

- / 

95 

15.83 

- 

- 

505 

84.17 

93 

23.25 

21 

5.25 

93 

23.25 

100 

25.00 

— “ 

- 

- 

aa 

- 

mm 

3 

•60 

35 

7.00 

75 

15.00 

30 

6.00 

- 

- ~ 

- 

- 

282 

56.40 

aa 

aa 

- 

- 

200 

100.00 

- 

•a 

- 

- 

a* 

- 

aa 

m 

45 

7.50 

94 % 

15.67 

30 

5.00 

30 

5.00 

- 

- 

- 

- 

307 

51.16 

- 

- 

- 

mm 

• 


- 


60 

60.00 

- 

- ' 

40 

40.00 

- 

- 

- 

- 

- 

- 


aa 

226 

45.20 

- 

mm 

274 

54*80 

- 

- 

- 

mm 

- 

mm 

5 

6.67 

70 

93.33 

mm 


- 

mm 

• 

.. 

_ 

«. 

mm 

— 

„ 

• 

60 

60.00 

- 

- 

40 

40.00 

mm 

mm 

- 

a* 

m, 

_ 

5 

1.00 ^ 

- 

v *■ 

- 

- 

495 

99.00 

22 

5.50 

29 

7.25 

— 


31 

,7.75 . 

- 

% 

- 

- 

283 

70.75 

31 

6.20 

38 

7.60 


• 

30 

6.00 

- 

X 

- 

a* 

355 

71.00 

7 

2.33 

10 

3.33 

_ 

— 

8 

2.67 

- 


- 

aa 

263 “ 

87.67 

36 

9.00 

63 

15.75 

_ 

p. 

22 

5.50 

' - 

mm 

mm 

- 

206 

51.50 

17 

4.86 

35 

10.00 

— 


17 

4.86 

mm 

- 

- 

- 

215 

61.42 

- 

- 

- 

- 

— 

- 

- 


300 

99.33 

- 

aa 

2 

.67 

27-1/2 

4.89 

29-1/2 

5.25 

54 

9.60 

9 

1.60 


- 

- 

- 

413 

73.41 


i* S»S«j' J ilS»SS s i« 
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7/28/36 


Massechnaetts 7/28/36 


63*00 


Connecticut 10/ 7/36 
Georgia 10/10/36 
Calif oral* 12/ 8/38 


40.00 


7/20/39 

8/16/43 


6/22/40* "A* 

•s> 






Ur.'.* 







Excerpts from Stipulated Exhibit No. 2 


* 61,370.00 * 46,547.50 * 58,600.01 *104,131.69 *159,872.53 *141,572.54 *188,250.04 *159,270, 04 
.6,536.18 9,390.48 8,492.51 13,653.20 18,124.47 15,295.00 8,605.25 3,797,40 

909.13 250.00 75.00 . 188.00 709.90 429.80 

3,625.84 . 103.43 385.89 55.14 - 


* 72,441.20 * 56,187.98 * 67,888.95 *117,439.50 *178,240.14 *157,577.44 *197,285.09 *163,067 
73,024.26 56,464.40 71.096.82 199. mil* 169.249.39 181,564.37 182,047.82 162,691 




24,353.56 * 41,546.44 

315,618.45 279,454.02 

. 5,100.00 

224,350.86 366,302.27 

15,291.19 22,275.67 


notes 


XIABTETistpc . 

Aeoonnt* payable - 

Payable _ tn 

££f a WU* - bai 
Io £? Payable - et< 

(airidends) 

notes payable - Kay 
bS®W*M» (feds 

i-8'.s.sr" 

^“Pltta (See belo 


«;’ 222*22 wo.ooo.oo 150,000.00 150,000.00 

- 363.553.63 _438£479»75 513,010.51 533|578«18 

♦658,463.50 *844,891.82 *915,829.87 *846.519.70 


♦^6,495.53 *363,553.63 *438,479.75 
164,223.41 228,710.77 191,913.42 

7,108.97 . . 

68,000.00 150,000.00 108,000.00 

35,030.28 3,784.65 1,038.05 


Worth 


414.14 



13,817,579.48 #1,875,075.42 *1,315,601.70 
3, 068, 034.76 2, 952,532.32 1,840,871.53 
72,817.18 j 171,700.91 217,489.13 

667.668.39 ! 498.667.56 327,539.64 

#7,626,099.81 #5,497,976.21 #3,701,502.00 
7,029,851.21 4,982,838.89 3.351,013.43 


378,771*64 # 351,77' .99 * 333,662.30 # 409,554.30 # 481,113.58 # 596,248.60 * 515,137.32 # 350,488.57 
111.825.08 140,6 J.48 243,627.41 192,041.54 218,710.45 276,769.32 | 283,123.66 215,090.73 
266,946.56 * 211, 35.51# 90,034189# 217,512.76 * 262,403.13 * 319,479.28 # 232,013.66 * 135,397.84 


283,574.61 * 241,368.48 * 121,340.76 * 231,431.79 * 285,891.98 * 340,437140 * 237,386.77 * 138,360.27 

54,863.84 49,455.06 21.104.74 41,047.04 74,997.03 ' 136,925.87 j 97,855.75 55,340.10 


(above) - bid debt# 
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Filed Mar 8 1946 
Plaintiffs’ Exhibit No. 1 


Certificate of Incorporation of 
E. M. Rosenthal Jewelry Company 

Tims is to certify that we, Edmund L Kaufmann, Marcus 
S. Goldnamer and Fulton Brylawski, a majority of whom 
are residents of the District of Columbia, do hereby asso¬ 
ciate ourselves to establish a corporation under and by vir¬ 
tue of the provisions of the Incorporation Laws of the 
District of Columbia, enacted by Congress and approved 
by the President of the United States, and under the cor¬ 
porate name hereinafter mentioned; and to that end we 
do by this Certificate of Incorporation, set forth the fol¬ 
lowing : 

L 

The corporate name of this corporation is and shall be 
the E. M. Rosenthal Jewelry Company. 

n. 

The objects and purposes for which this corporation is 
formed is to engage in the wholesale jewelry business in 
the District of Columbia and elsewhere throughout the 
United States, and in that connection to do all things nec¬ 
essary and essential for the management, conduct and oper¬ 
ation of the said business. 


m. 

The corporation shall have power to enter into leases 
and contracts, relative to its business, and to purchase and 
acquire such real estate as may be necessary to enable the 
Company to carry on its business in the District of Colum¬ 
bia and elsewhere throughout the United States, and 
2121 in general to perform all other acts and things nec¬ 
essary and expedient to be done and performed for 
the conduct, operation and advancement of its said business, 





\ 
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? 

and to liavie and to exercise all of the powers conferred by 
law upon corporations. 


IV. 

t 

The term of the existence of this corporation shall be 
perpetual 

1 V. 

/ 

The amount of the capital stock of the corporation shall 
be One Hundred and Fifty Thousand ($150,000) Dollars, 
and the number of shares of which the said stock shall con¬ 
sist shall be Fifteen Hundred (1,500) of the par value of 
One Hundredf ($100) Dollars each. 

VL 

The number of trustees who shall manage the affairs and 
concerns Of the company for the first year of its existence 
shall be three, as follows: Edmund I. Kaufmann, of Bead¬ 
ing, Penna., Marcus S. Goldnamer, of the District of Colum¬ 
bia, and Fulton Brylawski, of the District of Columbia, all 
of whom are subscribers to the capital stock of this corpor¬ 
ation. Nothing herein contained shall prevent the said cor¬ 
poration from increasing its number of trustees in accord¬ 
ance with its By-Laws, providing the same shall not be 
inconsistent with any law of the District of Columbia affect¬ 
ing corporations. 

vn. 

i 

The name of the place or places in the District of Colum¬ 
bia in which the operations and business of the company 
are to be carried on is the City of Washington, and 
2128 the corporation reserves the right to conduct its 
business in such other place or places as it may here¬ 
after determine. 

In Witness Whereof the said Edmund I. Kaufman, 
Marcus S. Goldnamer and Fulton Brylawski have here- 
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unto set their hands and affixed their seals this 24 day of 
February, 1923. 

Marcus S. Goldnamer 
Fulton Brylawski 
Edmund L Kaufmann 

City of Washington, 

District of Columbia, ss: 

I, Nathan Cayton, a Notary Public in and for the District 
of Columbia, do hereby certify that Marcus S. Goldnamer 
and Fulton Brylawski, parties to a certain Certificate of 
Incorporation bearing date the 24 day of February, 1923, 
and hereto annexed, personally appeared before me in the 
said District the said Marcus A. Goldnamer and Fulton 
Brylawski, being personally well known to me as the per¬ 
sons who executed the said Certificate of Incorporation, and 
acknowledged the same to be their act and deed. 

Given under my hand and official seal this 7 day of May 
—, 1923. 

Nathan Cayton 
Notary Public, D. C. 

(Notarial Seal) 


2129 County of Berks, 

State of Pennsylvania, ss: 

I, B. W. Homan, a Notary Public in and for the County 
and State aforesaid, do hereby certify that Edmund I. 
Kaufmann, a party to a certain Certificate of Incorporation 
bearing date the 24 day of February, 1923, and hereto an¬ 
nexed personally appeared before me in the said District 
the said Edmund I. Kaufmann, being personally well known 
to me as the person who executed the said Certificate of In¬ 
corporation, and acknowledged the same to be his act and 
deed. 
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Given under my hand and official seal this 26th day of 
February, 1923. 

B. W. Homan, 

* Notary Public. 

(Notarial Seal) 

My commission expires March 7th 1925. 


2130 Office of the Recorder of Deeds 

District of Columbia 


This is to Certify that the foregoing is a true and verified 
copy of; the Certificate of Incorporation of the E. M. 
Rosenthal Jewelry Company and of the whole of said Cer¬ 
tificate of Incorporation, as filed in this Office the 12th day 
of May, 1923, and recorded in Liber 38, folio 491, et seq., 
one of I the Incorporation Records of the District of 
Columbia. 

In Testimony Whereof, I have hereunto set my hand 
and affiied the seal of this Office this 3rd day of October, 
A. D. 1944. 


Eleanobe Lee Dague, 

Deputy Recorder of Deeds, D. C. 


(Seal) ; 
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Filed Mar 8 1946 

Plaintiffs’ Exhibit No. 2 


This Agreement made and entered into this 1st day of 
September in the year 1928, by and between David R. 
Trattnei* of Los Angeles, California, party of the first part, 
and Edwin M. Rosenthal, Edmund I. Kaufmann, Marcus 
S. Goldinamer, all of the City of Washington, D. C., and 
the E. M. Rosenthal Jewelry Company, a corporation, or¬ 
ganized under the laws of the District of Columbia, parties 
of the second part, Witnesseth That 
Whereas the parties of the second part own a controlling 
interest in and operate a number of jewelry stores in 
Massachusetts, Connecticut, Pensylvania, Maryland, Ohio, 
West Virginia and other states, and in the District of Col- 
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umbia, which said stores do business under the trade name 
of the Kay Jewelry Company, and 

Whereas, through the efforts of the parties of the second 
part, in connection with the management, operation and 
supervision and merchandising of the said stores the said 
stores have been and are now being profitably operated, 
and the said trade-name of the Kay Jewelry Company has | 
acquired great good-will with the public and in the jewelry 
trade and 

Whereas the party of the first part desires to engage 
in the jewelry business in certain western states of the 
United States and to associate himself in the said business, | 
with the said parties of the second part, in order that he I 
may enjoy and use the name and good-will of the Kay Jew- j 
elry Company and have and enjoy the advantages through j 
such association, of the supervision and merchandising of ! 
the said parties of the second part; j 

Now, Therefore, in consideration of the premises and the | 
mutual covenants to be performed by the several parties ! 

hereto, it is agreed by and between the said parties, 
2133 as follows: j 

1. The party of the first part agrees to imme- ! 
diately take the necessary steps for the formation of a cor¬ 
poration under the laws of the State of California, or such j 
other state as he may deem desirable, the objects and pur¬ 
poses of the said corporation being to own and operate a J 
jewelry store in the State of California or in the states of j 
Oregon, Washington or Texas, in such city as, in the judg¬ 
ment of the said party of the first part, may be deemed 
expedient or desirable; j 

2. That the said corporation shall have a capital stock J 

of not less than Fifty Thousand Dollars ($50,000.00) andj 
shall commence the operation and conduct of the jewelry 
store contemplated herein within one year from the date 
hereof; ! 

7 l 

3. That the said party of the first part further under¬ 
takes and agrees that he will, within the term of five (5)1 


i 
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years from the date hereof, open not less than four (4) 
additional jewelry stores in any of the said several states, 
said stores to be owned and operated by separate corpor¬ 
ations to be formed for that purpose and that all of the 
said stores herein provided for or any subsequent jewelry 
stores which may be hereafter opened, shall be operated 
under the name of the Kay Jewelry Company; 

4. That the party of the first part agrees to furnish man¬ 
agers, salesmen and other employees for all of the said 
stores. I 

5. That the capital stock of each of the said corporations 
to be created under the terms of this agreement, shall be 
divided into two classes, to be known as “Class A” and 
“Class B” stock. The Class A stock shall represent the 

common stock of the said corporations and be issued 
2134 on the basis of a par value of One Hundred Dollars 

($100.00) per share. The ownership of the Class A 
stock shall entitle the holders thereof to have and receive 
all dividends declared by the said corporations, but shall 
not entitle the holders thereof to the right to vote at any 
meeting of the stockholders. The Class B stock referred to 
herein shall be issued in a nominal amount and without par 
value and shall be the voting stock of the said corporations. 

6. The party of the first part further agrees to purchase 
from the E. M. Rosenthal Jewelry Company, one of the 
parties of the second part, all of the stock and merchandise 
which may be required for the opening of the said stores 
and to purchase from the said E. M. Rosenthal Jewelry 
Company all the stock and merchandise required from time 
to time for the maintenance, conduct and operation of the 
said stores on the same terms and conditions that the said 
E. M. Rosenthal Jewelry Company now supplies the stock 
and merchandise requirements of the other Kay Jewelry 
stores operated by the parties of the second part, it being 
agreed, however, that should the said party of the first part 
purchase any jewelry stock or merchandise, independently, 
or otherwise than through the said E. M. Rosenthal Jewelry 
Company, that ten percent (10%) of the amount of the cost 
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of any stock or merchandise so purchased shall be paid over 
to the said E. M. Rosenthal Jewelry Company. 

7. The said party of the first part further agrees to pay 
to the said E. M. Rosenthal Jewelry Company, an amount 
equal to the two percent (2%) on the total net sales of each 
of the said stores to be opened pursuant to the terms of 
this agreement. 

8. The party of the first part further agrees that 
2135 each of the said stores to be opened as herein pro¬ 
vided, shall pay its pro rata of the cost of any adver¬ 
tising or other service furnished to it from time to time by 
the said E. M. Rosenthal Jewelry Company. 

9. The party of the first part agrees that he will not, 
either directly or indirectly, engage in the jewelry business 
in any of the said states or elsewhere, nor hold any stock 
or interest in any jewelry concern or company other than 
in the said corporations to be created for the operation and 
conduct of the said Kay Jewelry Company. 

10. In consideration of the covenants to be kept and per¬ 
formed by the said party of the first part, the parties of the 
second part agree to permit the said party of the first part 
to open the said stores under the name of the Kay Jewelry 
Company, to supply all of the merchandise and other stock 
requirements for the operation and conduct of the said 
stores on the same basis that they now supply the merchan¬ 
dise and stock requirements qjf the other Kay Jewelry 
stores operated by the parties of the second part and to 
furnish advertising and other service for the conduct and 
operation of all of the said stores to be opened under the 
terms of this agreement. 

11. The parties of the second part agree that they will 
not engage in the jewelry business, directly or indirectly, 
in the States of California, Oregon, Washington or Texas, 
during the terms of this agreement, provided that all of 
the conditions thereto are performed by the said party of 
the first part. 

12. Should the said party of the first part fail to open at 
least five (5) jewelry stores within the term of five (5) years 
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from the date hereof, or offer to open the said stores, 

2136 to furnish managers therefor and to permit the said 
parties of the second part to subscribe to the capital 

stock of the corporations to be created for that purpose, 
then the parties of the second part shall have the right to 
open stores in any of the said states. (EMR, EIK, MSG, 
DRT) j 

It Is; Further Agreed by and between the parties hereto 
as follows: 

(a) That all of the said corporations to be created here¬ 
under shall have a capital stock of Fifty Thousand Dollars 
($50,000.00) and that no corporation with a capital stock of 
a lesser or greater amount shall be formed for carrying out 
the purposes of this agreement, except by the unanimous 
consent of all of the parties hereto. 

(b) That the party of the first part shall subscribe to 
seventy percent (70%) of the Class A Stock of each of the 
said corporations and the parties of the second part on the 
E. M. Rosenthal Jewelry Co. (MSG) shall subscribe to 
thirty,percent (30%) of the Class A stock thereof, (MSG). 

(c) .That the Class B stock referred to herein shall be 
given with the Class A stock, but shall be divided in the fol¬ 
lowing proportions; Sixty percent (60%) thereof to the 
parties of the second part and Forty percent (40%) thereof 
to the'party of the first part, on the E. M. Rosenthal Jewelry 
Co., (MSG) it being the intention of the parties hereto that 
the said parties of the second part shall always have and 
enjoy the control of each and all of the said corporations. 

(d) That each of the managers of the said stores to be 
• opened under the terms of this agreement, shall have 

2137 j the privilege of acquiring such amount of the Class 
; A stock of the said corporations as may be deter¬ 
mined upon by the said party of the first part and all of 
such stock held by the said managers shall be. issued from 
the holdings of the said party of the first part. 

(e) ' That no store manager shall receive as salary, either 
directly or indirectly, a sum in excess of Seventy-five Hun¬ 
dred Dollars ($7500.00) per annum, except by the joint con¬ 
sent bf all of the parties hereto. 
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(f) The shares of the Class B stock referred to herein 
shall be issued jointly in the names of the said parties of the 
second part, each to own a joint and indivisible interest 
therein, with the right of survivorship. 

(g) The said parties of the second part agree not to sell 
or dispose of their Sixty percent (60%) of the Class B stock 
unless any offer of purchase which may be made to the said 
parties of the second part shall, likewise, include an offer 
for the purchase of the Forty percent (40%) of the Class B 
stock held by the party of the first part, provided, however, 
that the privilege is hereby expressly given to the said party 
of the first part to purchase or acquire the Sixty percent 
(60%) interest of the Class B stock held by the parties of 
the second part on the same terms and conditions that the 
said parties of the second part may be able to sell or dispose 
of same to any other person, firm, association or corpora¬ 
tion. 

This Agreement shall come into existence on the day and 
date first hereinabove set forth and shall continue until 
its termination by joint consent of the parties hereto, unless 
sooner terminated by operation of law. 

In Witness Whereof, the individual parties hereto 
2138 have hereunto set their names and seals and the said 
E. M. Rosenthal Jewelry Company has caused the 
same to be signed for it and in its corporate name by E. M. 
Rosenthal, its president, and its corporate seal to be here¬ 
unto affixed the day and date hereinabove first set forth. 

David R. Trattner (Seal) 

Edwin M. Rosenthal (Seal) 

E. I. Xaupmann (Seal) 

M. S. Goldnamer (Seal) 

E. M. Rosenthal Jewelry Company 
By E. L Kaufmann, 

President 

Attest: 

M. S. Goldnamer 
Secretary . 
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moorparation 

Total • 
Sharas 

ssass. 

Looetlon 

; 55!* 

State 

XBfoltnd 

Tte ar I—1j-y Coepany 

BaltO hm, Hd. 

i >. 
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Individuals comprising the family groups referred to In the 
Schedule attached: 

i 

E. I* Diufmamn Family Group 1 

__________ j 

T yrwrma f ft i n ft wfln n 

Lillian s. gfrnftnaira 
joel S. Kfrufmarm 
Hubert D. gjanfmaim 
Akron a. KjarTnarm 
Bernice D* EEnfmaim 


E* HU Boeenthal Family Group 

Edwin M. Boeenthal, Sr. 
Esther L. Bosonthal 
Edwin H. Boeenthal, Jr. 
Bohert J. Hewnan 
Haxy Louise Boeenthal 
£he Elm Corporation 


A. J. Levy Family Group 

Albert J. Levy 
Jeanette Levy 
Lester Allman 
Helen Allman 


Saul Khufmaim Family Group 

i 

I 

Saul EEnfmaim 

Cecil D. Pnifmarm 

Isabelle G. Bmfttann 

Estelle Gingold - or Beisar - or Bash 

Malson Baiser 


M. S. Qoldnamsr Family Qaoup 

V. S. Ooldnamer 
Helen Ooldnamer 
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Excerpts from Plaintiffs’ Exhibit No. 3, Schedule 2-A 

2145 Filed Mar 8 1946 

Schedule Showing Cost of All Original Issue Stocks 
Acquired by General Associates, Inc., from Com¬ 
mencement. 


2146 Schedule Showing Cost of All Original Issue 
Stocks Acquired by E. M. Rosenthal Jewelry Co., 
from Commencement, With Respect to Stocks Ac¬ 
quired Prior to 1926, Cost Has Been Based Upon 
Subscription Records in Minute Books of Com¬ 
panies or Carrying Value in 1926 General Ledger 
of E. M. Rosenthal Jewelry Co. 


s 




Plaintiffs' Exhibit No. 3, Schedule 2-B 
(Excluded, App. 545) 
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Excerpt from Plaintiffs’ Exhibit No. 3, Schedule 6 

2149 Filed Mar 8 1946 

Schedule Showing Excerpts from the Minute Books of 
the E. M. Rosenthal Jewelry Company Indicating j 
the Subordination of Amounts Due it by the Various 
Associated Retail Jewelry Corporations for Funds 
Advanced, Merchandise, or on Promissory Notes, to 
Loans or Credit Extended These Associated Retail; 
Jewelry Corporations by Local Banks. 


Excerpt from Plaintiffs’ Exhibit No. 3, Schedule 7 

2152 Filed Mar 8 1946 J 

Schedule Showing Funds Borrowed, or Promissory Notes: 
Discounted or Guaranteed by the E. M. Rosenthal 
Jewelry Company for the Purpose of Assisting and 

i 

Securing Funds for, the Various Associated Retail 
Jewelry Corporations Indicated. 


Excerpt from Plaintiffs’ Exhibit No. 3, Schedule 8 
2154 Mar 11 1946 

Schedule Showing Funds Borrowed, or Promissory Notes 
Discounted or Guaranteed by the E. M. Rosenthal 
Jewelry Company for the Purpose of Loaning Cash 
to, or of Assisting and Securing Funds for, any of it£ 
Shareholders, Officers or Employees, or, any Share¬ 
holders, Officers or Employees of General Associ¬ 
ates, Inc., Kay Associates, Inc., or the Various Asso¬ 
ciated Retail Jewelry Corporations. 

I 


! 

! 


i 


i 
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Excerpt from Plaintiffs* Exhibit No. 3, Schedule 9 

2161 Filed Mar 8 1946 

Schedule Showing Funds Borrowed, or Promissory Notes 
Discounted or Guaranteed by General Associates, 
Inc., for the Purpose of Loaning Cash to, or of As¬ 
sisting and Securing Funds for any of its Sharehold¬ 
ers, Officers or Employees, or, any Shareholders, 
Officers or Employees of the E. M. Rosenthal Jew¬ 
elry Company, Kay Associates, Inc., or the Various 
Associated Retail Jewelry Corporations: 


Excerpt from Plaintiffs* Exhibit No. 3, Schedule 10 

2163 Schedule Showing Collateral Loans Made to In¬ 
dividuals by the E. M. Rosenthal Jewelry Com¬ 
pany, General Associates, Inc., Kay Associates, Inc., 
and Kaufmann-Goldnamer, Agents, the Funds Be¬ 
ing Used to Purchase Common Stock, Preferred 
S tocK or Debentures in the Various Associated 
Retail Jewelry Corporations 


Excerpt from Plaintiffs* Exhibit No. 3, Schedule 11 
2181 Filed Mar 8 1946 

r 

Record of Ajstnual Amounts Paid by Various Retail Jew¬ 
elry Corporations into a Fund Designated from Time 
to Time as Safety Fund, Reserve Fund or Revolving 
Fund 

Excerpt from Plaintiffs* Exhibit No. 3, Schedule 13 

2185 Filed Mar 8 1946 

Record of Annual Amounts Paid by Various Jewelry 
Corporations in Connection with Advertising and 

to Whom Paid for the Periods Shown 

» 

i 
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Excerpt from Plaintiffs’ Exhibit No. 3, Schedule 14 
2187 Filed Mar 8 1946 

Schedule Showing the Amounts Paid fob a Common 
Purpose Designated on the Records of the E. M. Rosen¬ 
thal Jewelry Company, General Associates, Inc;, and Kay 
Associates, Inc. When Recieved as ‘‘Auditing’or “Au¬ 
diting Funds” or “Arthur Febtig & Company”, During 
the Period Beginning June 1-1926 and Ended June 30- 
1943. Such Payments Were Made by the E. M. Rosenthal 
Jewelry Company, General Associates, Inc., Homer Op¬ 
tical Company, Kay Associates, Inc., and the Various As¬ 
sociated Retail Jewelry Corporations. 

The Payments Made to Arthur Fertig & Company for 
Auditing and Accounting Services for the Years 1926 to 
1942 Amounting to $163,309.43 Were Charged Against 
These Accounts Together with Payments Made to Em¬ 
ployees of Kay Associates, Inc. and the E. M. Rosenthal 
Jewelry Company for Auditing Expenses, Etc. 


Excerpt from Plaintiffs’ Exhibit No. 3, Schedule 16 

■ 2189 Record of Amounts Paid for Training by Kay Re¬ 
tail Stores Division More Fully Detailed Below: 




Excerpt from Plaintiffs’ Exhibit No. 3, Schedule 17 

2193 Filed Mar 8 1946 

Record of Administrative Fees Received and Accounted 

for as Detailed Below. 
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Plaintiffs’ Exhibit No. 3, Schedule 21-A 
2200 Filed Mar. 8, 1946 

Special Meeting of the Board of Directors of the 
Ross Jewelry Company, Washington, D. C. 

A special meeting of the Board of Directors of the Ross 
Jewelry Company of Washington, D. C., called pursuant to 
by-laws, was held on the 8th day of July 1933 at the office 
of the Kay Associated Stores, Washington, D. C., at 12:20 
P.M. A waiver of notice of the meeting signed by all the 
directors was read and ordered attached to the Ainutes as 
part thereof. 

Reference was made to the informal action taken by the 
Board of Directors of this company whereby a specified 
sum of money was forwarded each month to E. I. Kauf- 
mann, Washington, D. C., which, in conjunction with sums 
of money similarly forwarded from other Kay stores, was 
treated by E. L Kaufmann as a safety fund for the benefit 
of all such contributing stores. After this fund was started, 
Mr. Kaufmann appointed M. S. Goldnamer custodian of the 
fund and instructed him to deposit all monies received for 
the fund in the name of M. S. Goldnamer, Agent, Kay Asso¬ 
ciated Stores. In explaining the necessity and reason for 
this fund Mr. Kaufmann pointed out the questionable bank¬ 
ing condition which existed generally throughout the coun¬ 
try. He also explained the necessity of all the stores, as a 
group, getting themselves in the best liquid financial shape 
possible, in order to be able to finance themselves and to 
assist each other in their finances without involving any 
individual corporation. He also pointed out the savings to 
be eventually made by the group carrying a part of their 
insurance and explained in detail how this fund could be 
used as a cushion for same. , 

Thereupon, upon motion duly made and seconded, it was 
Resolved: 
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A. That the acts of the Directors heretofore taken in¬ 
formally whereby certain sums of money were remitted to 
E. I. Kaufmann and later to M. S. Goldnamer, Agent for 
deposit in a safety fund, be hereby ratified, confirmed and 
approved; and further, 

B. That additional sums of money in such amounts as 
may be determined are hereby authorized to be remitted to 
M. S. Goldnamer, Agent, in the future as contributions on 
behalf of this company to such safety fund; and further, 

C. That it is understood that M. S. Goldnamer shall and 
is hereby authorized to mix and join the moneys received 
from this company with similar money remitted from other 
Kay Associated Stores, the total of which will constitute 
the assets of such safety fund; and further, 

I 

D. That M. S. Goldnamer is directed and authorized 

(1) To deposit any and all of such remittances in an 
account under the name of M. S. Goldnamer, Agent, 
Kay Associated Stores, in banks which in his and 
his associates judgment may be sound and desirable, 

i 

2201 (2) To make investments with any or all the moneys 

received into such safety fund, limiting such invest¬ 
ments, however, to the purchase of United States | 
Government, State and Municipal bonds, and 

(3) To create an insurance fund from any of all of the | 
moneys so received on a basis mutually agreeable j 
to all of the participants in the safety fund, in the | 
event that it is decided that the participants in this 
safety fund underwrite their own insurable risks | 
as a group in lieu of making premium payments to 
regularly constituted insurance companies; and 
further, 

E. That M. S. Goldnamer is authorized to use the moneys 
remitted and to be remitted by this company to such safety ! 
fund for any or all of the three purposes above stated under j 
D., and that he is not to be held to account for any losses ! 


i 
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that may arise by such use or uses of the moneys remitted 
by this company; and further, 

F. That in the event that any loss or losses are incurred 
by reason of the use of the moneys in the manner outlined 
above under D, this company agrees to be charged with 
its pro-rata share of the losses, based upon the amounts 
remitted or agreed to be remitted monthly to this common 
fund in relation to the total of such common fund or com¬ 
mitments thereto by all of the stores participating therein; 
and further, 

G. That any increment or profits that may accrue to this 
fund are to be shares pro-rata by the participants upon 
the same basis as outlined under F; and further, 

H. That in the event that it is decided to abandon the 
safety fund plan as outlined herein, that each partici¬ 
pant shall be entitled to be repaid its pro-rata share of the 
moneys and securities, etc. available, based upon the con¬ 
tribution of each participant in relation to the total amounts 
contributed. 

There being no further business, the meeting w r as ad¬ 
journed. 

M. S. Goldnameb 
M. S. G. 

E. L Kaufmaxn 

We, the undersigned, being all of the Directors of the 
Boss Jewelry Company, Washington, D. C., hereby ratify, 
approve and confirm the foregoing acts and minutes cover¬ 
ing same. 

M. S. Goldnameb 
M. S. G. 

! E. I. KaTTFMANTN 

i E. I. K. 

Jos. H. Levi 
J. H. L. 

G. M. Mabx 

G.M.M. 
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Special Meeting of Board of Directors 
July 8, 1933 

Mimeographed minutes, identical in form and subject 
matter to the attached, and different only to the extent of 
the name of the company inserted, the date, hour and place 
of meeting and signatures, were found in the minute books 
of the following corporations: 


The Kay Jewelry Company 
Kay Jewelry Company of Brockton 
Kay Jewelry Company of Charleston 
Kay Jewelry Company 
The Kay Jewelry Company of 
Hagerstown, Inc. 

The Kay Jewelry Company 
Kay Jewelry Company 
Kay Jewelry Company of Lancaster 
Kay Jewelry Company of Lynn 
Kay Jewelry Company 
Kay Jewelry Company of Pawtucket, 
Inc. 

Kay Jewelry Company of Quincy 
Kay Jewelry Company 
Kay Jewelry Company of Salem 
The Kay Jewelry Company 
Franc Jewelry Company 
The Boss Company 
The Kay Jewelry Company of 
Waterbury, Inc. 

Kay Jewelry Company 


Baltimore, Md. 
Brockton, Mass. 
Charleston, W. Va. 
Columbus, Ohio 

Hagerstown, Md. 
Hartford, Conn. 
Indianapolis, Ind. 
Lancaster, Pa. 
Lynn, Mass. 
Nashville, Tenn. 

Pawtucket, R. L 
Quincy, Mass. 
Beading, Pa. 
Salem, Mass. 
Springfield, Mass. 
Washington, D. C. 
Washington, D. C. 

Waterbury, Conn. 
Worcester, Mass. 


V 
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Plaintiffs’ Exhibit No. 3, Schedule 21-B 

i 

2203 Special Meeting of Boabd of Directors 

of Boss Company 

A special meeting of the Board of Directors of Boss 
Company called pursuant to the by-laws, was held on the 
30th day of June 1936, at 702 7th Street, N. W., Washington, 
D. C., at 3 P.M. 

The waiver of notice of the meeting signed by the Di¬ 
rectors was read and ordered annexed to the minutes 
hereof. 

The Chairman made reference to the resolution of the 
Board of Directors duly adopted on the 8th day of July, 
1933, wherein it was authorized to forward a specified sum 
of money each month to M. S. Goldnamer Agent-Kay Asso¬ 
ciated Stores. The Chairman then stated that the Board of 
Directors by informal action terminated the agency of M. S. 
Goldnamer and authorized him to forward, transmit and 
deliver such funds and securities in his possession which 
he held for the account of this Company, to Kay Associates, 
Inc. as Agent. The Chairman then stated the purpose of 
this meeting. 

Thereupon on motion duly made and seconded the follow¬ 
ing resolution was unanimously carried: 

Besolved: 

A. That the acts of the Directors heretofore taken in¬ 
formally terminating the agency of M. S. Goldnamer 
provided for under the resolution heretofore adopted 
by this Board, and their acts substituting in his place 
Kay Associates, Inc., be and they are hereby ratified, 
confirmed and approved. 

B. That the resolution heretofore adopted by this Board 
on the 8th day of July, 1933 be amended as follows: 

1. That Kay Associates, Inc. as agent be substituted 
in the place of M. S. Goldnamer as agent wher- 
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ever in said resolution the name of M. S. G-old- 
namer appears. 

C. That except as amended herein, the said resolution 
shall apply with the same force and effect to Kay As¬ 
sociates, Inc. and the duties, liabilities, responsi¬ 
bilities, restrictions, property rights, etc. set forth in 
said resolution shall continue and accrue to Kay Asso¬ 
ciates, Inc. and this Corporation. 

D. That said Kay Associates, Inc. shall issue such instru¬ 
ments or documents covering said deposits in such 
form as may be agreed upon between the officers of 
this Corporation and said Kay Associates, Inc. 

E. The officers of this Corporation are hereby authorized 
to do any and all acts necessary to fully carry out the 
provisions of this resolution. 

There being no further business to come before the meet¬ 
ing, it was thereupon adjourned. 

E. L Kaufmann, 

M. S. Goldnamer Chairman 

Secretary 

2204 Special Meeting of Board of Directors 

June 30, 1936 

Mimeographed minutes, identical in form and subject 
matter to the attached, and different only to the extent of 
the name of the company inserted, the date, hour and place 
of meeting and signatures, were found in the minute books 
of the following corporations: 

Kay Company of Pennsylvania (A) Allentown, Pa. 

The Kay Jewelry Company Baltimore, Md. 

The Kay Jewelry Company Boston, Mass. 

Kay Jewelry Company of Brockton Brockton, Mass. 
Kay Jewelry Company, Inc. Buffalo, N. Y. 

Elay Jewelry Company of Charleston Charleston, W. Ya. 
Kay Jewelry Company of Charlotte, 

N. C. Charlotte, N. C. 


i 



Kay Jewelry Company 
Kay Jewelry Company, Inc. (A) 
Fort Wayne Kay’s, Incorporated 
The Kay Jewelry Company of 
Hagerstown, Md. 

The Kay Jewelry Company 
Kay Jewelry Company 
Kay Jewelry Company 
Kay Jewelry Company of Lancaster 
Kay Jewelry Company 
Kay Jewelry Company of Lynn 
Kay Jewelry Company 
Elay Jewelry Company of Pawtucket, 
Inc. 

Kay Jewelry Company 
Kay Jewelry Company 
Kay Jewelry Company of Quincy 
Elay Jewelry Company 
Kay jewelry Company of Salem 
The Kay Jewelry Company 
Franc Jewelry Company 
The Ross Company 
The Kay Jewelry Company of 
Waterbury, Inc. 

Kay Jewelry Company 


Columbus, Ohio 
Evansville, Ind. 
Fort Wayne, Ind. 

Hagerstown, Md. 
Hartford, Conn. 
Huntington, W.Va. 
Indianapolis, Ind. 
Lancaster, Pa. 
Louisville, Ky. 
Lynn, Mass. 
Nashville, Tenn. 

Pawtucket, R. L 
Peoria, HI. 
Providence, R. L 
Quincy, Mass. 
Reading, Pa. 
Salem, Mass. 
Springfield, Mass. 
Washington, D. C. 
Washington, D. C. 
Waterbury, Conn. 

Worcester, Mass. 


Note: (A) The resolution refers to a resolution passed 
on the 8th day of July, 1933. This corporation, however, 
was not in existence at that time. 


Plaintiffs’ Exhibit No. 3, Schedule 21-C 

2205 : Special Meeting of Boajecd of Directors of the 
Kay Jewelby Company, Toledo, Ohio 

December 28, 1937 

A special meeting of the board of directors of the Kay 
Jewelry Company, Toledo, Ohio, was held at the office of the 
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company, 344 Summit Street, Toledo, Ohio, on the 28th day 
of December 1937 at 10 o ’clock in the forenoon, pursuant 
to notice. 

The president of the company acted as chairman of the 
meeting. The secretary of the company acted as secretary 
thereof. 

The attention of the board of directors was called to the 
fact that the purpose of the meeting was to vote upon a con¬ 
tract of supervision dated December 27,1937, received from 
General Associates, Inc., a Delaware corporation with its 
principal place of business in the city of Washington, Dis¬ 
trict of Columbia. 

The services to be rendered under this contract call for 
direction and supervision of the retail stores and rendering 
an advisory service of a merchandising, advertising and 
executive nature, to be carried out by individuals skilled in 
rendering this kind of service to our type of business. 

The hoard of directors was advised that the Introduction 
of an outside agency to formulate policy covering the vari¬ 
ous aspects of its business would be of material assistance 
in making the operations of the business profitable. 

Whereupon, on motion duly made, seconded and unani¬ 
mously carried, it was 

Resolved: That this corporation avail itself of the 
services of General Associates, Inc., and its employees 
in the respect mentioned in the offer of services hereto¬ 
fore referred to, and accept the contract of super¬ 
vision, management and direction of its retail busi¬ 
ness upon the terms and conditions set forth in this 
offer, for a period of one year from January 1, 1938, 
upon the following conditions: Monthly payments of 
$190.00 up to and including the month of June, payment 
to be made in advance between the 1st and 10th of the 
month, and terms and conditions to be arranged for the 
balance of the year subject to the approval of the board 
of directors. 



I 


I 
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The secretary of the corporation was instructed to notify 
General Associates, Inc. of the acceptance of its offer as 
indicated above. 

There being no further business for the attention of the 
meeting, it was thereupon adjourned. 

I 

< Edwin M. Rosenthal 

E. M. R. 

Chairman 


Robebt J. Newman 
R. J. N. 

i Secretary 


We, the undersigned, being all of the directors of the 
hereby concur in, approve and ratify the above meeting and 
minutes with reference thereto. 

j Edwin M. Rosenthal 

E. M. R. 

Estheb L. Rosenthal 
E. L. R. 

Robebt J. Newman 
R. J. N. 

I Been D. Fbiedman 

| B. D. F. 

, Sigmund Sangeb 

! S.G. 


2206 Special Meeting of Board of Dibectobs 

December 28, 1937 

Mimeographed minutes, identical in form and subject 
matter to the attached, and different only to the extent of 
the name of the company inserted, the date, hour and place 
of meeting and signatures, were found in the minute books 
of the following corporations: 


i 
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Elay Company of Pennsylvania 

Kay Jewelry Company (] 

The Kay Jewelry Company 

The Elay Jewelry Company 

Kay Jewelry Company of Brockton 

Kay Jewelry Company, Inc. 

Kay Jewelry Company of Charleston 
Kay Jewelry Company of Charlotte, N. C. 
Kay Jewelry Company 
Kay Jewelry Company, Inc- 
Fort Wayne Kay’s, Inc. 


Allentown,. Pa. 
Atlanta, Ga. 
Baltimore, Md. 
Boston, Mass. 
Brockton, Mass. 
Buffalo, N. Y. 
Charleston, W. Va. 
Charlotte, N. C. 
Columbus, Ohio 
Evansville, Ind. 
Fort Wayne, Ind. 


The Kay Jewelry Company of Hagerstown, Inc. Hagerstown, Md. 


The Kay Jewelry Company 

Kay Jewelry Company 

Kay Jewelry Company 

Kay Jewelry Company of Lancaster 

Kay Jewelry Company of Lawrence 

Kay Jewelry Company, Inc. 

Kay Jewelry Company 
Kay Jewelry Company of Lynn 
Kay Jewelry Company of Malden 
Kay Jewelry Company 
Kay Jewelry Company of New Bedford 
The Kay Jewelry Company of New Britain, 
Inc. 

Kay Jewelry Company of Pawtucket, Inc. 

Kay Jewelry Company 

Kay Jewelry Company 

Kay Jewelry Company of Quincy 

Bay Jewelry Company of Salem 

Kay Jewelry Company 

The Kay Jewelry Company 

Franc Jewelry Company 

The Ross Company 

The Kay Jewelry Company of Waterbury, Inc. 
Kay Jewelry Company of Woonsocket, Inc. 
Kay Jewelry Company 
Kay Jewelry Company 


ay Jeweiry company xora, jtj 

(B) Typewritten, but identical as to subject matter. 


Hartford, Conn. 
Huntington, W. Va. 
Indianapolis, Ind. 
Lancaster, Pa. 
Lawrence, Mass. 
Lockport, N. Y. 
Louisville, Ky. 
Lynn, Mass. 

Malden, Mass. 
Nashville, Tenn. 
New Bedford, Mass. 

New Britain, Conn. 
Pawtucket, R. I. 
Peoria, I1L 
Providence, R. I. 
Quincy, Mass. 

Salem, Mass. 

Toledo, Ohio 
Springfield, Mass. 
Washington, D. C. 
Washington, D. C. 
Waterbury, Conn. 
Woonsocket, R. I. 
Worcester, Mass. 
York, Pa. 


Monthly 
Payments 
Provided 
for First 
Six Months 

$205.00 

220.00 

250.00 

490.00 

195.00 

165.00 

195.00 

245.00 

175.00 

200.00 

110.00 

90.00 

235.00 

150.00 

265.00 

140.00 

100.00 

70.00 

245.00 

175.00 

105.00 

190.00 

250.00 

115.00 

160.00 

225.00 

340.00 

135.00 

140.00 

190.00 

220.00 


180.00 

115.00 

225.00 

105.00 


Plaintiffs’ Exhibit No. 3, Schedule 21-D 

2207 Special Meeting of Board of Directors of the 

December 28, 1938 


A special meeting of the board of directors of the Ross 
Company, was held at the office of the company, 702 7th St. 
N.W., Washington, D. C., on the 28th day of December 1938 
at 10 o’clock in the forenoon, pursuant to notice. 
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The president of the company acted as chairman of the 
meeting. The secretary of the company acted as secretary 
thereof. 

The attention of the hoard of directors was called to the 
fact that the purpose of the meeting was to vote upon a 
contract of supervision dated December 27, 1938, received 
from Kay Associates, Inc., a Maryland corporation with 
its principal place of business in the city of Washington, 
District of Columbia. 

The services to be rendered under this contract call for 
direction and supervision of the retail stores and rendering 
an advisory service of a merchandising, advertising and 
executive nature, to be carried out by individuals skilled 
in rendering this kind of service to our type of business. 

The board of directors was advised that the introduction 
of an outside agency to formulate policy covering the vari¬ 
ous aspects of its business would be of material assistance in 
making the operations of the business profitable. 

Whereupon, on motion duly made, seconded and unani¬ 
mously carried, it was 

Resolved: That this corporation avail itself of the 
services of Kay Associates, Inc., and its employees in 
the respect mentioned* in the offer of services hereto¬ 
fore referred to, and accept the contract of supervision, 
management and direction of its retail business upon 
the terms and conditions set forth in this offer, for a 
period of one year from January 1, 1939, upon the 
following conditions: Monthly payments of $195.00 
up to and including the month of June, payment to be 
made in advance between the 1st and 10th of the month, 
and terms and conditions to be arranged for the balance 
of the year subject to the approval of the board of 
directors. 

The secretary of the corporation was instructed to notify 
Kay Associates, Inc. of the acceptance of its offer as indi¬ 
cated above. 
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There being no further business for the attention of the 
meeting, it was thereupon adjourned. 


Joel S. Kaufmann 
Secretary 


M. S. Goldnameb 

Chairman 


We, the undersigned, being all of the directors of the 
hereby concur in, approve and ratify the above meeting and 
minutes with reference thereto. 

M. S. Goldnameb 
Pres. 

E. L Kaufmann 
V. P. 

Geobge M. Mabx 
Treas. 


Sec*y 


2208 Special Meeting of Board of Directors 

December 28,1938 

Mimeographed minutes, identical in form and subject 
matter to the attached, and different only to the extent of 
the name of the company inserted, the date, hour and place 
of meeting and signatures, were found in the minute books 
of the following corporations: 


I 
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j 

Kay Company of Pennsylvania 

Kay Jewelry Company (B) 

The Kay Jewelry Company 

The Kay Jewelry Company 

Kay Jewelry Company of Brockton 

Kay Jewelry Company, Inc. 

Kay Jewelry Company of Charleston 
Kay Jewelry Company of Charlotte, X. C. 
Kay Jewelry Company, Inc. 

Fort Wayne Kay’s, Incorporated 

Elay Jewelry Company of Greensboro, Inc. 

The Elay Jewelry Company of Hagerstown, Inc 

The Kay Jewelry Company 

Elay Jewelry Company 

Elay Jewelry Company 

Kay Jewfelry Company of Lancaster 

Kay Jewelry Company of Lawrence 

Kay Jewelry Company, Inc. 

Kay Jewelry Company 

Elay Jewelry Company of Lynn 

Kay Jewelry Company of Malden 

Kay Jewelry Company 

Kay Jewelry Company of New Bedford 

The Kay Jewelry Company of New Britain, In 

Elay Jewelry Company of Pawtucket, Inc. 

Kay Jewelry Company 

Elay Jewelry Company 

Kay Jewelry Company of Quincy 

Kay Jewelry Company 

Kay Jewelry Company of Salem 

The Kay Jewelry Company 

Franc Jewelry Company 

The Rosjs Company 

The Kay Jewelry Company of Waterbury, Inc, 
Elay Jewelry Company 
Kay Jewelry Company 
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2209 Special Meeting of the Stockholders of 



Monthly 
Payments 
Provided 
for First 
Six Months 

Allentown, Pa. 

$205.00 

Atlanta, Ga. 
Baltimore, Md. 

250.00 

Boston, Mass. 

490.00 

Brockton, Mass. 

195.00 

Buffalo, X. Y. 

165.00 

Charleston, W. Va. 

195.00 

Charlotte, X. C. 

245.00 

Evansville, Ind. 

200.00 

Fort Wayne, Ind. 

110.00 

Greensboro, X. C. 

95.00 

Hagerstown, Md. 

90.00 

Hartford, Conn. 
Huntington, W. Va. 

235.00 

150.00 

Indianapolis, Ind. 

265.00 

Lancaster, Pa. 

140.00 

Lawrence, Mass. 

100.00 

Lockport, X. Y. 

70.00 

Louisville, Ky. 

245.00 

Lynn, Mass. 

175.00 

Malden, Mass. 

105.00 

Nashville, Tenn. 

190.00 

New Bedford, Mass. 

250.00 

New Britain, Conn. 

115.00 

Pawtucket, E. L 

160.00 

Peoria, HL 

225.00 

Providence, R. I. 

340.00 

Quincy, Mass. 

135.00 

Reading, Pa. 

90.00 

Salem, Mass. 

140.00 

Springfield, Mass. 

220.00 

Washington, D. C. 

185.00 

Washington, D. C. 

195.00 

Waterbury, Conn. 

180.00 

Worcester, Mass. 

225.00 

York, Pa. 

105.00 

t matter. 

• • 

• # 


A special meeting of the stockholders of the Kay Jewelry 
Co., of Toledo, Inc. was held on the 28th day of December, 
1939, t at 344 Summit St., Toledo, Ohio, at 10:00 called 
pursuant to notice. 

Mr. R. J. Newman, presided, and recorded the minutes 
of the meeting. 


i 


The attention of the stockholders was called to the fact 
that on the 8th day of July, 1933, and the 30th day of June, i 
1936, resolutions were passed by this corporation author¬ 
izing the officers of this corporation to forward monthly to | 
Kay Associates, Incorporated, certain sums of money, which 
in conjunction with other sums thereafter to be forwarded j 
from other Kay and affiliated stores were to be put in a 
special fund by said Kay Associates, Incorporated, for the ! 
purpose of conserving the liquid financial condition of each 
of the Kay stores contributing thereto, and for other pur¬ 
poses set forth in said resolutions. 

Attention was also called to the fact that while the main j 
purpose of this special fund was to permit each of the! 
stores to borrow from it when and as necessary, that the 
resolutions heretofore adopted inadvertently failed to speci¬ 
fically set forth the authority of the officers of Kay Asso¬ 
ciates, Incorporated to lend various sums from this fund 
to the Kay and affiliated stores contributing thereto as de-j 
sired, and it was further stated that the officers of Kay 
Associates, Inc., loaned the various stores throughout the 
United States from this fund various sums as necessary 
for their various needs from said date to the present time.' 

It was further reported that it was thought advisable that 
the stockholders of this and other Kay and affiliated storey 
throughout the United States ratify, approve and confirm 
all the acts and conduct of the officers of Kay Associates, 
Incorporated and M. S. Goldnamer as agent, in connection 
with said fund from the 8th day of July, 1933, to the present 
time. 

Whereupon, on motion duly made, seconded and passed, it 
was unanimously resolved that the loaning of money from 
said fund to the various Kay and affiliated stores through¬ 
out the United States from July 8,1933 to the present time 
by the officers of Kay Associates, Incorporated and M. S 
Goldnamer, as agent, be and the same is hereby ratified and 
approved. 

It was further resolved that all the other acts of the offi¬ 
cers of Kay Associates, Incorporated, and/or M. S. Gold- 


942 


namer, Agent, in connection with said fund from the 8th 
day of Jnly, 1933 to the present time as reported at this 
meeting be and same is hereby ratified approved and con¬ 
firmed. 

2210 It was further resolved that the officers of Kay As¬ 
sociates, Inc., be and are hereby authorized and di¬ 
rected until further notice in addition to specific purposes 
set forth in the resolutions of July 8th, 1933 and June 30th, 
1936, in connection with said fund, from time to time, as 
may be deemed advisable and necessary by the officers of 
Kay Associates, Inc., to loan money from said fund to the 
various Kay and affiliated stores throughout the United 
States contributing thereto, and to receive from said Kay 
and affiliated stores as evidence thereof promissory notes 
or other written evidence of indebtedness. 

The president called the meeting’s attention to the fact 
that in order to promote the best interests of the various 
Kay and affiliated stores throughout the United States by 
retaining trusted and efficient employees, it was necessary, 
from time to time, to permit said employees to purchase 
stocks of the various Kay and affiliated stores when and if 
available. That many of the employees were unable to pay 
cash for said stocks and as a result of the charter limitations 
of the various Kay and affiliated stores the respective Kay 
and affiliated stores were unable to take the notes of said 
employees in payment of the stocks. That heretofore the 
financing of the purchasing of stock by said employees had 
been conducted through General Associates, Inc., a Dela¬ 
ware corporation, but as a result of the heavy taxation 
against said corporation due to the fact it was a mere hold¬ 
ing company, said corporation dissolved, and other means 
of financing these employees had become necessary. 

That the president of this corporation, together with the 
presidents of other Kay and affiliated corporations through¬ 
out the United States had gone into this matter with officers 
of Kay Associates, Inc., and they were all of the unanimous 
opinion that some method of financing these employees 
should be found in order to insure and retain the high de- 
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gree of efficiency and trustworthiness that has prevailed 
throughout the Kay and affiliated stores in the United States, 
and that it was unanimously agreed by the above that it 
would be a proper and safe purpose and function for a cer¬ 
tain portion of the funds provided by the various Kay and 
affiliated stores under the resolutions of July 8th, 1933, and 
June 30th, 1936, to be used for such purpose; it being further 
explained that whenever an employee desired to purchase 
stock and had to be financed through this fund that the em¬ 
ployee would execute a collateral note, payable to Kay Asso¬ 
ciates, Inc., to which would be attached the stock as security 
and that said note would bear interest at a rate to be desig¬ 
nated by the officers of Kay Associates, Inc., until paid, and | 
that it would appear that this in addition to promoting the | 
efficiency and trustworthiness of the employees and there¬ 
fore serving the best interests of the Kay and affiliated j 
stores at the same time be a safe investment for a portion 
of these funds, and therefore all the presidents of various i 
Kay and affiliated corporations, as well as the officers of 
Kay Associates, Inc., unanimously agreed it would be safe 
to use not more than 20% of the maximum total funds 
deposited under the resolutions of July 8th, 1933 and June j 
30th, 1936 for this purpose. 

2211 Whereupon, on motion duly made, seconded and | 
passed, it was agreed that the officers of Kay Asso¬ 
ciates, Inc. be and they are hereby authorized and directed to j 
use not more than 20% of the maximum total funds deposited j 
by this corporation with said Kay Associates, Inc., under the I 
resolutions of July 8th, 1933 and June 30th, 1936, for the pur¬ 
pose of financing purchases of stocks in accordance with the 
details outlined above, and it was further resolved the 20% | 
to be used for said purpose was to be specially ear-marked j 
and placed in a special depository and not to be combined j 
or comingled with the other funds from this and other Kay | 
and affiliated corporations. I 

The president further reported that on the dissolution of 
General Associates, Inc., heretofore financing purchasing of 

| 

I 

I 

I 
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stock of Kay and affiliated stores employees, that there re¬ 
mained in the hands of said corporation certain collateral 
notes receivable secured by stocks of the various Kay and 
affiliated stores, totalling $53,645.08. That these notes re¬ 
ceivable had been transferred to the former stockholders of 
the former General Associates, Inc., located throughout the 
United States. That in order to facilitate the payment of 
these notes by the employees and to carry out the purposes 
of the resolutions adopted at this meeting and hereinbefore 
set forth, the officers of this corporation had heretofore 
loaned to the various employees who had made, executed 
and delivered the collateral notes to General Associates, 
Inc., sums of money totaling $53,645.08 for the purpose of 
taking up said collateral notes receivable and said employees 
had thereafter executed new collateral notes receivable, se¬ 
cured by stocks of the various Kay and affiliated stores, 
payable to Kay Associates, Inc., whereupon, on motion duly 
made, seconded and passed, the acts of the officers of Kay 
Associates, Inc., in loaning money to employees of the vari¬ 
ous Kay Jewelry and affiliated stores, for the above purpose, 
was ratified and approved. 

There being no further business for the attention of the 
meeting, the same adjourned at 4:00 P.M. 

Robert J. Newman 

Secretary 

2212 Special Meeting of Stockholders 

I December 28, 1939 

Mimeographed minutes, identical in form and subject 
matter to the attached, and different only to the extent of 
the name of the company inserted, the date, hour and place 
of meeting and signatures, were found in the minute books 
of the following corporations: 

The Kay Jewelry Company Baltimore, Md. 

The Kay Jewelry Company Boston, Mass. 

Kay Jewelry Company of Brockton Brockton, Mass. 
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Kay Jewelry Company of Charleston 
The Kay Jewelry Company of 
Hagerstown, Inc. 

The Kay Jewelry Company 
Kay Jewelry Company 
Kay Jewelry Company 
Kay Jewelry Company of Lancaster 
Kay Jewelry Company 
Kay Jewelry Company of Lynn 
Kay Jewelry Company 
Kay Jewelry Company of Pawtucket, 
Inc. 

Kay Jewelry Company 
Kay Jewelry Company of Quincy 
Kay Jewelry Company 
Kay Jewelry Company of Salem 
The Kay Jewelry Company 
Franc Jewelry Company 
The Ross Company 
The Kay Jewelry Company of 
Waterbury, Inc. 

Kay Jewelry Company 


Charleston, W. Va. 

Hagerstown, Md. 
Hartford, Conn. 
Huntington, W.Va. 
Indianapolis, Ind. 
Lancaster, Pa. 
Louisville, Ky.. 
Lynn, Mass. 
Nashville, Tenn. 

Pawtucket, R. I. 
Peoria, Ill. 

Quincy, Mass. 
Reading, Pa. 
Salem, Mass. 
Springfield, Mass. 
Washington, D. C. 
Washington, D. C. 

Waterbury, Conn. 
Worcester, Mass. 




* # • 


Plaintiffs’ Exhibit No. 3, Schedule 21-F 

2213 Special Meeting of the Directors of the 


A special meeting of the directors of the Kay Jewelry Co., 
of Toledo Inc., was held on the 28th day of December, 1939, 
at Toledo, 0., 344 Summit St., at 11:00 A.M. called pursuant 
to notice. 

Berne D. Friedman presided and Robert J. Newman, 
Secy., recorded the minutes of the meeting. 

A copy of the minutes of the special meeting of the stock¬ 
holders of this corporation held on the 28th day of Decem¬ 
ber, 1939, was read. 
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The atention of the directors was called to the fact that 
on the 8th day of July, 1933, and the 30th day of June, 1936, 
resolutions were passed by this corporation authorizing the 
officers of jthis corporation to forward monthly to Kay Asso¬ 
ciates, Incorporated, certain sums of money, which is in 
conjunction with other sums thereafter to be forwarded 
from other Kay and affiliated stores were to be put in a 
special fund by said Kay Associates, Incorporated, for the 
purpose of conserving the liquid financial condition of each 
of the Kay stores contributing thereto, and for other pur¬ 
poses set forth in said resolutions. 

Attention was also called to the fact that while the main 
purpose of this special fund was to permit each of the stores 
to borroyr from it when and as necessary, that the resolu¬ 
tions heretofore adopted inadvertently failed to specifically 
set forth the authority of the officers of Kay Associates, 
Incorporated, to lend various sums from this fund to the 
various Kay Stores contributing thereto as desired and it 
was further stated that this fund has loaned the various 
stores throughout the United States from this fund various 
sums as necessary for their various needs from said date to 
the present time. 

It was further reported that it was thought advisable that 
the directors of this and other Kay stores throughout the 
United States ratify, approve and confirm all the acts and 
conduct of the officers of Kay Associates, Inc., and M. S. 
Goldnamer as Agent, in connection with said fund from the 
8th day of July, 1933, to the present time. 

Whereupon, on motion duly made, seconded and passed, 
it was unanimously resolved that the loaning of money from 
said fund to the various Kay and affiliated stores throughout 
the United States from July 8th, 1933, to the present time 
by the officers of Kay Associates, Inc., and M. S. Goldnamer, 
as agent, be and the same is hereby ratified and approved. 

It was further resolved that all the other acts of the 
officers of Kay Associates, Incorporated, and/or M. S. Gold¬ 
namer, Agent, in connection with said fund from the 8th day 
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of July, 1933, to the present time as reported at this meeting| 
be and the same is hereby ratified, approved and con-j 
firmed. 


2214 It was further resolved that the officers of Kay As¬ 
sociates, Inc. be and are hereby authorized and direct¬ 
ed until further notice in addition to specific purposes set 
forth in the resolutions of July 8th, 1933, and June 30th, 
1936, in connection with said fund, from time to time, as may 
be deemed advisable and necessary by the officers of Kay As¬ 
sociates, Inc., to loan money from said fund to the various! 
Kay and Affiliated stores throughout the United States con-1 
tributing thereto, and to receive from said Kay and Affiliate^ 
stores as evidence thereof promissory notes or other written 
evidence of indebtedness. 

The president called the meeting’s attention to the fact 
that in order to promote the best interests of the various 
Kay and Affiliated stores throughout the United States byj 


retaining trusted and efficient employees, it was necessary, 
from time to time, to permit said employees to purchase 
stocks of the various Kay and Affiliated stores when and if 
avaliable. That many of the employees were unable to pay 
cash for said stocks and as a result of the charter limita4 
tions of the various Kay and Affiliated stores the respective 
Kay and Affiliated stores were unable to take the notes of 
said employees in payment of the stocks. That heretofore 
the financing of the purchasing of stock by said employees 
had been conducted through General Associates, Inc., a 
Delaware Corporation, but as a result of the heavy taxation 
against said corporation, due to the fact it was a mere hold¬ 
ing company, said corporation had recently dissolved, and 
other means of financing these employees had become neces¬ 


sary. 

That the president of this corporation, together with the 
presidents of other Kay and Affiliated corporations through^ 
out the United States had gone into this matter with officers 
of Kay Associates, Inc., and they were all of the unanimous 
opinion that some method of financing these employee^ 
should be found in order to insure and retain the high degree 
of efficiency and trustworthiness that has prevailed through*- 


l 


/ 


I 


» 
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out the Kay stores and other Affiliated stores in the United 
States, and that it was unanimously agreed by the above 
that it would be a proper and safe purpose and function for 
a certain portion of the funds provided by the various Kay 
and Affiliated stores under the resolutions of July 8th, 1933, 
and June 30th, 1936, to be used for such purpose, it being 
further explained that whenever an employee desired to 
purchase stock and had to be financed through this fund that 
the employee would execute a collateral note, payable to 
Kay Associates, Inc., to which would be attached the stock 
as security and that said note would bear interest at a rate 
to be designated by the officers of Kay Associates, Inc., until 
paid and that it would appear that this in addition to pro¬ 
moting the efficiency and trustworthiness of the employees 
and therefore serving the best interests of the Kay and Affi¬ 
liated stores, and at the same time be a safe investment for a 
portion of these funds, and therefore all the presidents of 
various Kay and Affiliated corporations, as well as the 
officers of Kay Associates, Inc., unanimously agreed it would 
be safe to use not more than 20% of the maximum total de¬ 
posited funds under the resolutions of July 8th, 1933, and 
June 30th, 1936, for this purpose. 

2215 Whereupon, on motion duly made, seconded and 
passed, it was agreed that the officers of Kay Asso¬ 
ciates, Inc., be and they are hereby authorized and directed 
to use not more than 20% of the maximum total funds de¬ 
posited by this corporation with said Kay Associates, Inc. 
under the resolutions of July 8th, 1933, and June 30th, 1936, 
for the purpose of financing purchases of stocks in ac¬ 
cordance with the details outlined above, and it was further 
resolved the 20% to be used for said purpose was to be 
specially earmarked and placed in a special depository and 
not be combined or comingled with the other funds from this 
and other Kay and Affiliated corporations. 

The president further reported that on the dissolution of 
General Associates, Inc., heretofore financing purchasing of 
stock by Kay and Affiliated Stores’ employees, that there 
remained in the hands of said corporation certain collateral 
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notes receivable secured by stocks of the various Kay and 
Associated stores, totalling $53,645.08. That these notes re¬ 
ceivable had been transferred to the former stockholders of 
the former General Associates, Inc., located throughout the 
United States. That in order to facilitate the payment of 
these notes by the employees and to carry out the purposes 
of the resolutions adopted at this meeting and hereinbefore 
set forth, the officers of this corporation had heretofore 
loaned to the various employees who had made, executed 
and delivered the collateral notes to General Associates, 
Ina, sums of money totalling $53,645.08 for the purpose of 
taking up said collateral notes receivable and said em¬ 
ployees had thereafter executed new collateral notes re¬ 
ceivable secured by stocks of the various Kay Jewelry and 
affiliated stores, payable to Kay Associates, Inc. Where¬ 
upon, a motion duly made, seconded and passed, the acts 
of the officers of Kay Associates, Inc., in loaning money to 
employees of the various Kay Jewelry and Affiliated stores, 
for the above purpose, was ratified and approved. 

There being no further business for the attention of the 
meeting the same adjourned at 4:00 P.M. 

We hereby certify that the above is a true and correct 
record of the proceedings of the Board of Directors of the 
Kay Jewelry Co., of Toledo, Inc., held at the time and place 
above indicated, and we hereby ratify, approve and con¬ 
firm all the above acts and resolutions. 


Robert J. Newman 
R. J. N. 

Secretary. 


Edwin M. Rosenthal, Jb. 

E. M. R. Jr. 

M. S. Goldnamer 
M.S.GK 

Beene D. Friedman 
B. D. F. 

Sigmund Sanger 
S. S. 

Robert J. Newman 
R. J. N. 

Edwin M. Rosenthal, Sr. 
E. M. R., Sr. 
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2216 Special Meeting of Boabd of Directors 


i 


I 


December 28, 1939 


Mimeographed minutes, identical in form and subject 
matter to the attached, and different only to the extent of 
the name and company inserted, the date, hour and place 
of meeting and signatures, were found in the minute books 
of the following corporations: 


The Kay Jewelry Company 
The Kay Jewelry Company 
Kay Jewelry Company of Brockton 
Kay Jewelry Company of Charleston 
The Kay Jewelry Company of 
Hagerstown, Inc. 

The Kay Jewelry Company 
Kay Jewelry Company 
Kay Jewelry Company 
Kay Jewelry Company of Lancaster 
Kay Jewelry Company of Lawrence 
Kay Jewelry Company 
Kay Jewelry Company of Lynn 
Kay Jewelry Company 
Kay Jewelry Company of Pawtucket, 
Inc. 

Kay Jewelry Company 
Kay Jewelry Company 
Kay Jewelry Company of Quincy 
Kay Jewelry Company 
Kay Jewelry Company of Salem 
The Kay Jewelry Company 
Franc Jewelry Company 
The Boss Company 
The Kay Jewelry Company of 
Waterbury, Inc. 

Kay Jewelry Company 


Baltimore, Md. 
Boston, Mass. 
Brockton, Mass. 
Charleston, W. Va. 

Hagerstown, Md. 
Hartford, Conn 
Huntington, W.Va. 
Indianapolis, Ind. 
Lancaster, Pa. 
Lawrence, Mass. 
Louisville, Ky. 
Lynn, Mass. 
Nashville, Tenm 

Pawtucket, R. I. 
Peoria, HI. 
Providence, R. L 
Quincy, Mass. 
Reading, Pa. 
Salem, Mass. 
Springfield, Mass. 
Washington, D. C. 
Washington, D. C. 

Waterbury, Conn 
Worcester, Mass. 
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Plaintiffs’ Exhibit No. 3, Schedule 21-1 

2221 Filed Mar. 8, 1946 

Minutes of a Special Meeting of the Board of Directobs 
of the Kay Jewelry Co., of Toledo, Inc., Help at 10 :00 
on the 11th day of Apbil, 1942. 

A special meeting of the Board of Directors of the Kay 
Jewelry Company of Toledo, Inc., was held at 10:00 ajn. at 
the company’s offices, on April 11th, 1942, called pursuant to 
notice. 

Present: All of the members of the Board of Directors 
in person. 

The Chairman read a letter received from Kay Associates, 
Inc., with whom this store had a contract for supervision 
and management, calling attention to the problem of secur¬ 
ing an adequate supply of merchandise for the year 1942, 
and stating that arrangements have been made by Kay As¬ 
sociates, Inc., with E. M. Rosenthal Jewelry Company, the 
principal source of supply for this store, whereby the E. M. 
Rosenthal Jewelry Company have been and are now in the 
market buying as much merchandise as they possibly can to 
protest this store’s requirements for as long a time as is 
reasonable. 

This letter further called attention to the fact that this 
action on the part of the E. M. Rosenthal Jewelry Company 
has necessarily required that company to become indebted 
to various sources of supply to the extent of several millions 
of dollars; and that in view of this fact Kay Associates, 
Inc. recommends that if this store has a cash surplus on 
I hand, it immediately send said cash surplus, less 10% for 
unforeseen eventualities, to the E. M. Rosenthal Jewelry 
Company, to be credited to the account of this store, and 
that all merchandise hereafter bought by this store from 
E. M. Rosenthal Jewelry Company, or allocated to this store 
by the E. M. Rosenthal Jewelry Company will be charged 
against this credit. It is hoped that by this method this 
store will have in its premises within the next four months, 
from 60% to 80% of its merchandise requirements for the 
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year 1942. The Chairman and the officers of this corpora¬ 
tion recommend to the Board of Directors that the course of 
action of the Kay Associates, Inc., with E. M. Rosenthal 
Jewelry Company be ratified and approved. 

Whereupon on motion duly made, seconded and unani¬ 
mously passed, it was resolved that this corporation forth¬ 
with send to the E. M. Rosenthal Jewelry Company, Wash¬ 
ington, D. C., the sum of representing the aforesaid cash 
surplus, which sum is to be placed to the credit of this store 
with the E. M. Rosenthal Jewelry Company, and that all 
merchandise hereafter bought by this store or allocated to 
this store will be charged against this credit. 

2222 There being no further business for the attention 
of this special meeting, same adjourned at 12:00 
o’clock. 

We hereby certify that the above is a true and correct 
record of the proceedings of the special meeting of the 

Board of Directors of the. 

held at the time and place above indicated; and we hereby 
ratify, approve, and confirm all of the above acts and reso¬ 
lutions. 

E. M. Rosenthal, Jr. 

E. M. Rosenthal, Jr. 
Director 

M. S. Goldnamer 
M. S. Goldnamer 
Director 
Jos. H. Levi 
Jos. H. Levi 
Director 

Robert J. Newman 
Robert J. Newman 
Director 

Berne D. Friedman 
Beene D. Friedman 
Director 

Attest: Sigmund Sanger 

Robert J. Newman Sigmund Sanger 

Secretary Director 
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2223 Special Meeting of Board of Directors 

April 11, 1942 


Mimeographed minutes, identical in form and subject 
matter to the attached, and different only to the extent of 
the name of the company inserted, the date, hour and place 
of meeting and signatures, were found in the minute books 
of the following corporations: 

Agreed to 
Deposit 


Kay Company of Pennsylvania 
Kay Jewelry Company of Brockton 
Kay Jewelry Company, Inc. 

Kay Jewelry Company of Charleston 
Elay Jewelry Company of Chattanooga, Inc. 
Elay Jewelry Company 
Kay Jewelry Company, Inc. 

The Kay Jewelry Company of Hagerstown, Inc. 

The Kay Jewelry Company 

Kay Jewelry Company 

Kay Jewelry Company 

Kay Jewelry Company 

Kay Jewelry Company of Lynn 

Kay Jewelry Company 

Elay Jewelry Company of New Bedford 

The Elay Jewelry Company of New Br itain, 

Inc. 

Elay Jewelry Company of Pawtucket, Inc. 

Kay Jewelry Company 

Kay Jewelry Company 

Kay Jewelry Company of Quincy 

Kay Jewelry Company 

The Elay Jewelry Company 

Kay Jewelry Company of Toledo, Inc. 

Kay Jewelry Company of Waltham 
The Swope Jewelry Company, Inc. 

The Kay Jewelry Company of Waterbary, Inc. 
Elay Jewelry Company of Woonsocket, Inc. 
Kay Jewelry Company 


Allentown, Pa. 
Brockton, Mass. 
Buffalo, N. Y. 
Charleston, W. Va. 
Chattanooga, Tenn. 
Columbus, Ohio 
Evansville, Ind. 
Hagerstown, Md. 
Hartford, Conn. 
Huntington, W. Va. 
Indianapolis, Ind. 
Louisville, Ky. 
Lynn, Mass. 
Nashville, Tenn. 
New Bedford, Mass. 

New Britain, Conn. 
Pawtucket, B. I. 
Peoria, HL 
Providence, B. L 
Quincy, Mass. 
Beading, Pa. 
Springfield, Mass. 
Toledo, Ohio 
Waltham, Mass. 
Washington, D. C. 
Waterbary, Conn. 
Woonsocket, B. L 
Worcester, Mass. 


$ 25 , 000.00 

15 , 000.00 

20,000.00 

20,000.00 

15 , 000.00 

20 , 000.00 

10,000.00 

25 , 000.00 

15 , 000.00 

30 , 000.00 

20,000.00 

20,000.00 

15 , 000.00 


12,000.00 

20,000.00 


10,000.00 

20,000.00 

13 , 000.00 

15 , 000.00 

10,000.00 

10,000.00 

20,000.00 


• •••••••• 

Plaintiffs’ Exhibit No. 3, Schedule 21-M 

2230 Stockholders Special Meeting 

December 28,1939 

A special meeting of the stockholders of the. 

.was held on the 28th day of December, 1938, at 

.at 10:00 A.M. called pursuant 

to notice. 
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.:.presided, and. 

recorded the minutes of the meeting. 

The attention of the stockholders was called to the fact 
that on the 30th day of June, 1936, resolutions were passed 
by this corporation authorizing the officers of this corpora¬ 
tion to forward monthly to Kay Associates, Incorporated, 
certain sums of money, which in conjunction with other 
sums thereafter to be forwarded from other Kay and affi¬ 
liated stores, were to be put in a special fund by said Kay 
Associates, Inc. for the purpose of conserving the liquid 
financial condition of each of the Kay stores contributing 
thereto, and for other purposes set forth in said resolutions. 

Attention was called to the fact that while the main pur¬ 
pose of this special fund was to permit each of the stores to 
borrow from it when and as necessary, that the resolutions 
heretofore adopted inadvertently failed to specifically set 
forth the authority of the officers of Kay Associates, Inc. to 
lend various sums from this fund to the Kay and affiliated 
stores contributing thereto as desired, and it was further 
stated that the officers of Kay Associates, Inc., loan the vari¬ 
ous stores throughout the United States from this fund 
various sums as necessary for their various needs from said 
date to the present time. 

It was further reported that it was thought advisable that 
the stockholders of this and other Kay and affiliated stores 
throughout the United States ratify, approve and confirm 
all the acts and conduct of the officers of Kay Associates, 
Inc., and M. S. Goldnamer, as agent, in connection with 
said fund from the 30th day of June, 1936, to the present 
time. 

Whereupon, on motion duly made, seconded and passed, 
it was unanimously resolved that the loaning of money from 
said fund to the various Kay and affiliated stores throughout 
the United States from June 30,1936, to the present time by 
officers of Kay Associates, Inc., and M. S. Goldnamer, as 
agent, be and the same is hereby ratified and approved. 

It was further resolved that all the other acts of the 
officers of Kay Associates, Inc., and/or M. S. Goldnamer, 
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agent, in connection with said fund from the 30th day of 
June, 1936, to the present time as reported at this meeting, 
be and same is hereby ratified, approved and confirmed. 

It was further resolved that the officers of Kay Asso¬ 
ciates, Inc. be and are hereby authorized and directed, until 
further notice, in addition to specific purposes set forth in 
the resolutions of June 30, 1936, in connection with said 
fund, from time to time, as may be deemed advisable and 
necessary by the officers of Kay Associates, Inc., to loan 
money from said fund to the various Kay and affiliated 
stores throughout the United States contributing thereto, 
and to receive from said Kay and affiliated stores as evi¬ 
dence thereof, promissory notes or other written evidence 
of indebtedness. 

The president called the meeting’s attention to the fact 
that in order to promote the best interests of the various Kay 
and affiliated stores throughout the United States by re¬ 
taining trusted and efficient employees, it was necessary, 
from time to time, to permit said employees to purchase 
stocks of the various Kay and affiliated stores when and if 
available. That many of the employees were unable to pay 
cash for said stocks and as a result of the charter limitations 
of the various Kay and affiliated stores, the respective Kay 
and affiliated stores were unable to take the notes of said 
employees in payment of stocks. That heretofore the financ¬ 
ing of the purchasing of stock by said employees had been 
conducted through General Associates, Inc., a Delaware 
corporation, but as a result of the heavy taxation against 
said corporation, due to the fact it was a mere holding com¬ 
pany, said corporation recently dissolved and other means 
of financing these employees had become necessary. 
2231 That the president of this corporation, together 
with the presidents of other Kay and affiliated cor¬ 
porations throughout the United States, had gone into this 
matter with officers of Kay Associates, Inc.,, and they were 
all of the unanimous opinion that some method of financing 
these employees should be found in order to insure and 


i 
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retain the high degree of efficiency and trustworthiness that 
has prevailed throughout the Kay and affiliated stores in the 
United States, and that it was unanimously agreed by the 
above that it would be a proper and safe purpose and func¬ 
tion for a certain portion of the funds provided by the 
various Kay and affiliated stores under the resolutions of 
June 30,1936, to be used for such purpose; it being further 
explained that whenever an employee desired to purchase 
stock and had to be financed through this fund that the em¬ 
ployee would execute a collateral note, payable to Kay As¬ 
sociates, Inc., to which would be attached the stock as 
security, and that said note would bear interest at a rate to 
be designated by the officers of Kay Associates, Inc., until 
paid, and that it would appear that this in addition to pro¬ 
moting the efficiency and trustworthiness of the employees 
and therefore serving the best interests of the Kay and affi¬ 
liated stores, at the same time be a safe investment for a 
portion of these funds, and therefore all the presidents of 
various Kay and affiliated corporations, as well as the offi¬ 
cers of Kay Associates, Inc., unanimously agreed it would 
be safe to use not more than 20% of the maximum total 
funds deposited under the resolutions of June 30,1936, for 
this purpose. 

Whereupon, on motion duly made, seconded and passed, it 
was agreed that the officers of Kay Associates, Inc., be and 
they are hereby authorized to use not more than 20% of the 
maxifnum total funds deposited by this corporation with 
said Kay Associates, Inc., under the resolutions of June 30, 
1936, for the purpose of financing purchases of stocks in ac¬ 
cordance with the details outlined above, and it was further 
resolved the 20% to be used for said purpose was to be 
specifically earmarked and placed in a special depository 
and not to be combined or commingled with the other funds 
from this and other Kay and affiliated corporations. 

The president further reported that on the dissolution of 
General Associates, Inc., heretofore financing purchasing 
of stock by Kay and affiliated stores’ employees, that there 
remained in the hands of said corporation certain collateral 
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notes receivable secured by stocks of the various Kay and 
affiliated stores, totalling $53,645.08. That these notes re¬ 
ceivable had been transferred to the former stockholders 
of the former General Associates, Inc., located throughout 
the United States. That in order to*facilitate the payment 
of these notes by the employees and to carry out the pur¬ 
poses of the resolutions adopted at this meeting and here¬ 
inbefore set forth, the officers of this corporation had here¬ 
tofore loaned to the various employees who had made, exe¬ 
cuted and delivered the collateral notes to General Asso¬ 
ciates, Inc., sums of money totalling $53,645.08 for the pur¬ 
pose of taking up said collateral notes receivable and said 
employees had thereafter executed new collateral notes re¬ 
ceivable, secured by stocks of the various Kay and affiliated 
stores, payable to Kay Associates, Inc. Whereupon, on mo¬ 
tion duly made, seconded and passed, the acts of the officers 
of Kay Associates, Inc. in loaning money to employees of 
the various Kay Jewelry and affiliated stores, for the above 
purpose, was ratified and approved. 

There being no further business for the attention of the 
meeting the same adjourned at 4:00 P.M. 


2232 


, Secretary 

Plaintiffs’ Exhibit No. 3, Schedule 21-N 

Special Meeting op Stockholders 


December 28,1939 

Mimeographed minutes, identical in form and subject 
matter to the attached, and different only to the extent of 
the name of the company inserted, the date, hour and place 
of meeting and signatures, were found in the minute books 
of the following corporations: 

Kay Company of Pennsylvania 
Kay Jewelry Company 
Kay Jewelry Company, Inc. 

Kay Jewelry Company of Charlotte, 

N. C. 


Allentown, Pa. 
Atlanta, Ga. 
Buffalo, N. Y. 


Charlotte, N. C. 
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Kay Jewelry Company of Chattanooga, 
Inc. 

Kay Jewelry Company, Inc. 

Fort Wayne Kay’s, Inc. 

Kay Jewelry Company of Greensboro, 
Lie. 

Kay Jewelry Company of Lawrence 
Kay Jewelry Company of Malden 
Kay Jewelry Company of New Bedford 
The Kay Jewelry Company of New 
Britain, Inc. 

The Swope Jewelry Company, Inc. 

Kay Jewelry Company of Woonsocket, 
Inc. 

Kay Jewelry Company 


Chattanooga,Tenn. 
Evansville, Ind. 
Fort Wayne, Ind. 

Greensboro, N. C. 
Lawrence, Mass. 
Malden, Mass. 
NewBedford,Mass. 

New Britain, Conn. 
Washington, D. C. 

Woonsocket, B. L 
York, Pa. 


2233 Directors Special Meeting 

December 28,1939 

A special meeting of the directors of the. 

.was held on the 28th day of December, 1939 

at.at 11:00 A.M. called pursu¬ 

ant to notice. 

.presided, and. 

recorded the minutes of the meeting. 

A copy of the minutes of the special meeting of the stock¬ 
holders of this corporation, held on the 28th day of Decem¬ 
ber, 1939, was read. 

The attention of the directors was called to the fact that 
on the 30th day of June, 1936, resolutions were passed by 
this corporation authorizing the officers of this corporation 
to forward monthly to Kay Associates, Incorporated, cer¬ 
tain sums of money, which in conjunction with other sums 
thereafter to be forwarded from other Kay and affiliated 
stores, were to be put in a special fund by said Kay Asso¬ 
ciates, Inc., for the purpose of conserving the liquid financial 
condition of each of the Kay Stores contributing thereto, 
and for other purposes set forth in said resolutions. 
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Attention was also called to the fact that while the main 
purpose of this special fund was to permit each of the stores 
to borrow from it when and as necessary, that the resolu¬ 
tions heretofore adopted inadvertently failed to specifically 
set forth the authority of the officers of Kay Associates, Inc. 
to lend various sums from this fund to the various Kay 
stores contributing thereto as desired, and it was further 
stated that this fund has loaned the various stores through¬ 
out the United States from this fund various sums as neces- 

I 

sary for their various needs from said date to the present 
time. I 

It was further reported that it was thought advisable 
that the directors of this and other Kay stores throughout 
the United States ratify, approve and confirm all the acts 
and conduct of the officers of Kay Associates, Inc., and M. S. 
Goldnamer, as agent, in connection with said fund from the 
30th day of June, 1936, to the present time. 

Whereupon, on motion duly made, seconded and passed, 
it was unanimously resolved that the loaning of money from ! 
said fund to the various Kay and affiliated stores through- ! 
out the United States from June 30, 1936, to the present | 
time by the officers of Kay Associates, Inc., and M. S. Gold- j 
namer, as agent, be and the same is hereby ratified and ap¬ 
proved. 

* It was further resolved that all the other acts of the j 
officers of Say Associates, Inc., and/or M. S. Goldnamer, j 
agent, in connection with said fund from the 30th day of | 
June, 1936, to the present time as reported at this meeting, ! 
be and same is hereby ratified, approved and confirmed. 

It was further resolved that the officers of Kay Associates, 

Inc. be and are hereby authorized and directed, until further j 
notice, in addition to specific purposes set forth in the reso- | 
lutions of June 30,1936, in connection with said fund, from I 
time to time, as may be deemed advisable and necessary by | 
the officers of Kay Associates, Inc., to loan money from said j 
fund to the various Kay and affiliated stores throughout the j 
United States contributing thereto, and to receive from said i 
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Kay and affiliated stores as evidence thereof, promissory 
notes or other written evidence of indebtedness. 

The president called the meeting’s attention to the fact 
that in order to promote the best interests of the various 
Kay and affiliated stores throughout the United States by 
retaining trusted and efficient employees, it was necessary, 
from time to time, to permit said employees to purchase 
stocks of the various Kay and affiliated stores when and if 
available. That many of the employees were unable to pay 
cash for said stocks and as a result of the charter limitations 
of the various Kay and affiliated stores, the respective Kay 
and affiliated stores were unable to take the notes of said 
employees in payment of the stocks. That heretofore the 
financing of the purchasing of stock by said employees had 
been conducted through General Associates, Inc., a Dela¬ 
ware corporation, but as a result of the heavy taxation 
against said corporation, due to the fact it was a mere hold¬ 
ing company, said corporation recently dissolved and other 
means of financing these employees had become neces¬ 
sary. 

2234 That the president of this corporation, together 
with the presidents of other Kay and affiliated cor¬ 
porations throughout the United States, had gone into this 
matter with officers of Kay Associates, Inc., and they were 
all of the unanimous opinion that some method of financing 
these employees should be found in order to insure and re¬ 
tain the high degree of efficiency and trustworthiness that 
has prevailed throughout the Kay stores and other affiliated 
stores in the United States, and that it was unanimously 
agreed by the above that it would be a proper and safe pur¬ 
pose and function for a certain portion of the funds pro¬ 
vided by the various Kay and affiliated stores under the 
resolutions of June 30,1936, to be used for such purpose; it 
being further explained that whenever an employee desired 
to purchase stock and had to be financed through this fund 
that the employee would execute a collateral note, payable 
to Kay Associates, Inc., to which would be attached the 
stock as security, and that said note would bear interest at 
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a rate to be designated by the officers of Kay Associates, 
Inc., until paid, and that it would appear that this in addi¬ 
tion to promoting the efficiency and trustworthiness of the 
employees and therefore serving the best interests of the 
Kay and affiliated stores, and at the same time be a safe 
investment for a portion of these funds, and therefore all 
the presidents of various Kay and affiliated corporations, 
as well as the officers of Kay Associates, Inc., unanimously 
agreed it would be safe to use not more than 20% of the 
mavimrim total deposited funds under the resolutions of 
June 30,1936 for this purpose. 

Whereupon, on motion duly made, seconded and passed, 
it was agreed that the officers of Kay Associates, Inc., be 
and they are hereby authorized and directed to use not 
more than 20% of the maximum total funds deposited by 
this corporation with said Kay Associates, Inc., under the 
resolutions of June 30, 1936, for the purpose of financing 
purchases of stocks in accordance with the details outlined 
above, and it was further resolved the 20% to be used for 
said purpose was to be specially earmarked and placed in a 
special depository and not be combined or commingled with 
the other funds from this and other Kay and affiliated cor¬ 
porations. 

The president further reported that on the dissolution 
of General Associates, Inc., heretofore financing purchasing 
of stock by Kay and affiliated stores, employees, that there 
remained in the hands of said corporation certain collateral 
notes receivable secured by stocks of the various Kay and 
associated stores, totalling $53,645.08. That these notes 
receivable had been transferred to the former stockholders 
of the General Associates, Inc., located throughout the 
United States. That in order to facilitate the payment of 
these notes by the employees and to carry out the purposes 
of the resolutions adopted at this meeting and hereinbefore 
set forth, the officers of this corporation had heretofore 
loaned to the various employees who had made, executed and 
delivered the collateral notes to General Associates, Ino, 
sums of money totalling $53,645.08 for the purpose of taking 
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up said collateral notes receivable secured by stocks of the 
various Kay Jewelry and affiliated stores, payable to Kay 
Associates, Inc. Whereupon, on motion duly made, second¬ 
ed and passed, the acts of the officers of Kay Associates, 
Inc., in loaning money to employees of the various Kay 
Jewelry and affiliated stores, for the above purpose, was 
ratified and approved. 

There being no further business for the attention of the 
meeting the same adjourned at 4:00 P. M. 

We hereby certify that the above is a true and correct 
record of the proceedings of the Board of Directors of the 

.held at the time and 

place above indicated, and we hereby ratify, approve and 
confirm all the above acts and resolutions. 


Secretary 

2235 Special Meeting of Boabd of Directors 

December 28,1939 . 

Mimeographed minutes, identical in form and subject 
matter to the attached, and different only to the extent of 
the name of the company inserted, the date, hour and place 
of meeting and signatures, were found in the minute books 
of the following corporations: 

Kay Company of Pennsylvania Allentown, Pa 

Kay Jewelry Company Atlanta, Gra 

Kay Jewelry Company, Inc. Buffalo, N. Y. 

Kay Jewelry Company of Charlotte, 

N. C. Charlotte, N. C. 

Kay Jewelry Company of 

Chattanooga, Inc. Chattanooga,Tenn. 
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Kay Jewelry Company, Inc. 

Fort Wayne Kay’s, Inc. 

Kay Jewelry Company of Greensboro, 
Inc. 

Kay Jewelry Company of Lawrence 
Kay Jewelry Company of Malden 
Kay Jewelry Company of New Bedford 
The Kay Jewelry Company of 
New Britain, Inc. 

The Swope Jewelry Company, Inc. 

Kay Jewelry Company of 
Woonsocket, Inc. 

Kay Jewelry Company 

• ••••• 


Evansville, Ind. 
Fort Wayne, Ind. 

Greensboro, N. C. 
Lawrence, Mass. 
Malden, Mass. 
NewBedford,Mass. 

New Britain, Conn. 
Washington, D. C. 

Woonsocket, R. L 
York, Pa. 

• # • 
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SCHEDULE SHDXINC DIRECTORSHIPS HELD BT THE FOLLOWING INDIVIDUALS IN THE E. M. ROSENTHAL 
JENSLRY COMPANY. GENERAL ASSOCIATES. INC.. JOT ASSOCIATES, INC. AND THE VARIOUS ASSOCI¬ 
ATED RETAIL JEWELRY CORPORATIONS FROM THE OtMOPBMHg OP BUSINESS 0? SUCH CORPORATIONS 
TO NOVEMBER 3-13*} AS SHOWN ST THE MINUTE BOONS OF TEE RESPECTIVE CORPORATIONS PRODUCED 
FOR INSPECTION: 


EDMUND I.ZAU7XASN 
MARCUS S. GOLMAMER 
L X. ROSENTHAL. SR. 
ALBERT J. LEVI 
SAUL XAUnOBN 
CECIL D. XAUFMANN 
JOSEPH H. LEVI 
JOEL S. KADFM1NN 


canacy x. XARX 
ROBERT J. NEWMAN ,■ 
SIDNEY ROSS 
ROBERT D. XAU3UANN 


L. ROSENTHAT. 


S. X. ROSENTHAL. JR. 
SMC1 R. HUTTON “ 
ANN XARX 


LoSHtiaa 




EDMUND 


KADTMAMN 


E. K. Rosenthal Jewelry Coapaay 
General Associates, Ino. 

Xay Associates, Inc. 
lay Jewelry Company 

Franc Jewelry Coapaay of Virginia. Inc. 

Xay Jewelry Coapaay 

The Xay Jswslry Coapany 

The Xay Jswslry Coapaay 

Xay Jswslry Coapany of Brockton 

Xay Jswslry Ca^aay. Inc. 

Xay Jswslry Coapaay. Ino. 

Xay Jswslry Coapaay, Ins. 

Xay Jswslry Coapaay of Chsrlsstoa 
Xay. Jswslry Coapaay of Charlotte. N. C. 

Xay Jswslry Coapaay of Chattanooga, lac. 

Xay Jswslry Coapaay 
Lowe's, lac. 

Ray Jswslry Coapany 
Xay J sws lr y Coapaay, Inc. 

Whalen Jswslry Coapany of Indiana. Inc. 

Xay JewelrtCoapany 
Fort Wayne xay 1 a. Ino. 

Xay Jswslry Coapaay of Greensboro. Inc. 

The Xay Jswslry Coapaay of Begeretoyn. Ino. 
The Xay Jewelry Coapany 
Tegun Coapaay, Ino. 

The Whalsn Jswslry Coapaay 
Xay Jswslry Coapaay 
Xay Jswslry Coapaay 
Imy Jswslry Coapaay 

Xay Jswslry Coapaay of Knoxville. Tennassas 
Xay Jswslry Coapany of Lancaster 
Xay Jswslry Coapaay of Laaranoa 
Kay Jswslry Coapaay. Inc. 

Xay Jswslry Coopaxy of California 

Nash Jewelry Coapany 

Kay Jewelry Coapany 

Xay Jswalry Coapany of Lynn 

Xay Jswslry Coapaay of Malden, Mass. 

Kay Jewelry Coapany 

Kay Jewelry Coapany of New Bedford 

The Kay Jewelry Company of New Britain. Ino. 

Kay Jewalry Coapaay 

Kay Jewelry Company of Pawtucket, Ino. 

Kay Jawalry Coapany 
Key Jewelry Company 
Kay Coapaay of Pennsylvania 


Washington. D. C. 
Washington, D. C. 
Washington. D. C. 
Allentown. Pa. 
Arlington, Via. 
Atlanta. Ga. 
Baltimore, Xd. 
Boston, Mass. 
Brockton. Maas. 
Buffalo. N. Y. 
Buffalo. N. T. 
Buffalo, N. Y. 
Charleston, T. Va. 
Charlotte. X. C. 
Chattanooga. Tean. 
Colunbus, Ohio 
Coluahus, Ohio 
Detroit. Xlch. 
Evansville, lad. 
Ev ans v i lle, Ind. 
Fort Wayne, Ind. 
Port Wayne, lad. 
Graanahoro. N. C. 
Hagerstown, lid. 
Hartford. Conn. 
Hartford, Conn. 
Hartford, Conn. 
Huntington. V. Va. 
Indianapolislad. 
Jacksonville, Tie. 
Xnoxvllio. Tean. 
Lancaster. Pa. 
Lawrence, Mast. 
Lockport. N. Y. 
Long Beech. Calif. 
Long Be a ch. Calif. 
Louisville, Xy 
Lynn, Mass. 

Malden. Mesa. 
Nashville, Tom. 
New Bedford, Mass. 
New Britain, Conn. 
Oakland. Calif. 
Pawtucket, R. I. 
Peoria. HI. 
Providence, R. I. 
Allentown, Pa. 


Dlst: of Col. 
Delaware 
Maryland 
Pennsylvania 
Virginia - 
Georgia 
Maryland 
Massachusetts 
■ Massachusetts 
New York 
X New York 
New York 
Vest. Virginia 




* 

Michigan 

Indiana 

Indiana’;^; : 

North Carolina 

Maryland 

Connecticut 

Connecticut 

Connecticut 

West Virginia 

Indiana 

Florida 

Tennessee 

Pennsylvania 

Massachusetts 

Delaware 

Dels ears 

California 

Kentucky 

Massachusetts 

Massachusetts 

Tennessee 

Marinrhuaetts 

Connecticut 

Delaware 

Rhode Island 

Illinois 

Rhode Island 

Pennsylvania 
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First Meeting 


ifcy 7-i9g 
May ao -1933 
June 3-1936 

• 1919 

NOV. 22-13*0 
Atg. 3-1936 

June 19-1923 
July 10-1934 
Aug. 30-1929 
Sept. 10-1924 
July 3-1933 
Apr. 11-1939 
May 20-1925 
Nov. 24-193* 
Sept. 13-1939 
July 16-1921 
Oct. 29-1927 
June 14-1921 

Aug. 7-1935 
Apr. 1-1939 
192? 

Nov. 13-1934 
Sept. 8-1938 
Jons 20-1930 
July 2-lg 

July 15-1935 

Aug. 34-1921 
June 20-1922 
Oct. 17-1940 
Aug. 3-1940 
Nov. 22-1926 
July 23-1936 
Oct. g -1936 
Aug. 27-1928 
Dec. 8-1938 
Oct. 24-1930 
Nay 7-1929 
July 23-193© 
Sept. 7-1928 
Oct. 6-1936 
Oct. 7-1936 
Aug. 27-1928 
Oct. 3-1929 
July 11-1930 
Sept.29-1925 
July 28-1933 


Umy 2-1931 
A**. 2-1933 
June II-I 936 


Xay 15-1943 CA) 
Dee. 16-1938 
June 10-1943 (A) 


Records not available. 


Oct. 15-1936 
June 22-1923 
July 3-1924 
Aug. 29-1939 

J*l>- 5-1933 


Feb. 23-1940 (B) 
Aug. 31-1944 CA) 
Sept.20-1943 CA) 
Sept.18-1944 CA) 
Oct. 1-1930 (A) 
Feb. 15-1938 (A) 


June 19-1925 Feb. 

Bov. 24-193* Nor. 

Oct. 30-1939 Nay 

July lb-1921 July 

Records not available. 
Racords not available. 
Aug. S-1935 Aug. 

Records not available. 
Records not available. 
Deo. 26-1934 Mar. 

Bone 

June 27-1930 Oct. 

July 21-1923 July 

Aug. 7-1926 July 

July 15-1935 Nay 

Sept. 16-1931 May 

June 17-1922 July 

Oct. 25-1940 (A) 

Aug. 10-1940 Oct. 

Nov. 30-1926 July 

Oct. 15-1936 . Oct. 

Oct. 23-1936 Nov. 

Records not available. 
Records not available. 
Oct. 25-1930 Aug. 

. May 8-1929 Sept. 

Oct. 15-1936 Oct. 

Sept.13-1928 Oct. 

Oot. 9-1936 • Oct. 

Oct. 29-1936 July 

Records not available. 
Oct. 4-1929 Xay 

Sept. 3-1930 Oct. 

Dec. 21-1925 Nay 

Sept. £-1933 JulJ 


28-1940 (B) 
25-1941 (A) 
19-1941 (A) 
19-1941 CA) 


6-1941 CA) 


15-1940 (A) 

8-1941 CA) 
5-1944 (A) 
15-1935 

12-1941 
19-1941 <A) 
11-1941 (A) 

22-1941 ( A) 
14-1944 (A) 
11-1943 (A) 
3-1938 (A) 


4- 194 i CA) 

13- 1943 (A) 
15-1941 (A) 
23-1941 (A) 
15-1942 (A) 

5- 1944 (A) 

19-1941. (A) 
15-1941 (A) 
19-1941 (A) 

14- 1944 (A) 



' : 


MMOm I. UlUSVAXS - COMT«P , 


Quincy, Mast. 
Reading. Pa. 
Peodlng, Pa. 
Sacnaento, Calif 
Salem, Mass. • 
San Diego, Calif. 
Springfield, Mass 
Springfield, Mans 
Springfield. Meet 
Toledo, Ohio 
Toledo, Ohio 
Vaehington, D. C. 


Massachusetts 

Pennsylvania 

Pennsylvania 

California 

Massachusetts 

California 

Massachusetts 

Masaachusetts 

Massachusetts 

Ohio 

Ohio 

Cist, of Col. 
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ile. 


toy 

15- 

Sept. 

. 9- 

Oct. 

s- 

July 

5- 

July 15-: 

toy 

12- 

toy 

19- 

July 11- 

Oct. 

25- 

lag. 

22- 

Oct.'ll- 

Hot. 

3- 











































Location. 



v 

X. X. Sosenthal Jewelry Company 
General Associates. Inc. 

Iiy Associates. Inc. 

W Jewelry Coqpexy 

Key Company of Psnnsylvanla 

Trane Jewelry Company of Virginia. Inc. 

Xny Jewelry Coapaxy 

She lay Jewelry Company 

Tbe Xay Jewelry Company 

lay Jewelry Cospa ry of Brockton 

Kay Jewelry Company. Inc. 

Kay Jewelry Company. Zac. 

Key Jewelry Ooapaxy. Inc. 

Xoy Jewelry frwpany of Charleston 
Xoy Jewelry Coapaxy of Charlotte. B. C. 

Xoy Jewelry Company of Chattanooga. Inc. 

Xay Jewelry Coapaxy 
Lowe's. Inc. 

Say 'Jewelry Company 
Xay Jewelry Company, lac. 

Whalen Jewelry Coapaxy of Indiana. Inc. 

Xay Jewelry Coapaxy 
Tort Wayne Xay's. Inc. 

Xay Jewelry Company of Greensboro. Inc. 

She Xay Jewelry Coapaxy of Hagerstown, lac. 
She Xay Jewelry Coopery 
Tegon Coapaxy, lac. 

She Whalen Jewelry Company 
Xay Jewelry Coapaxy 
Xay Jewelry Coapany 
Xay Jewelry Coapany 

Xay Jewelry Coapaxy of Knoxville. Sean. 

Xay Jewelry Coapany of Laacaster 
Xay Jewelry Company of Lawrence 
Xay Jewelry Coapany. Inc. 

Xay Jewelry Coppery of California 

Hash Jewelry Coapany 

Xay Jewelry Coapany 

Xay Jewelry Coapaxy of Iynn 

Xay Jewelry Cospexy of Malden, Mesa. 

Xay Jewelry Coapaxy 

Xay Jewelry Coapaxy of Saw Bedford 

Iba x£y Jewelry Coapany of Saw Britain. Zno. 

lay Jewelry Coapeny 

Kay Jewelry Co^axy of Pawtucket. Inc. 

Xsy Jewelry Coapaxy 

Kay Jewelry Coapany 

Xsy Jewelry Coapaxy of Qrincy 

Xay Jewelry Coapany 

Wlttman Jewelry Coapaxy 

Xay Jewelry Coapaxy of Sacramento 

Xay Jewelry Coapaxy of Salem 

Xay Jewelry Coapaxy of San Diego 

The Xay Jewelry Coapany 

Khalan Jewelry Coapaxy of Springfield 

Khalan Jewelry Coapany 

The Xay Jewelry Coapaxy of Toledo, Inc. 

Worth Jewelry Coapany 


Washington, B. C. 
Washington,- B. C. 
Washington. D. C. 
Allentown. Pa. 
Allentown, Pa. 
Arlington, Va. 

Atlanta. Ga. 

Baltimore. Md. 

Boston, Mass. 

Brockton. Mass. 
Buffalo, X. T. 

Buffalo. H. T. 

Buffalo, X. T. 
Charleston. W. 7a. 
Charlotte, t. C. 
Chattanooga, Tann. 
Columbus. Ohio 
Columbus. Ohio 
Detroit, Mich. 
XvsnsviUe. Ind. 
Xvansville. Ind. 

Port Vayne, Ind. 

Port Wayne. Ind. 
Greensboro, X. C. 
Hagerstown, Md. 
Hartford., Conn. 
Hartford. Co n n. 
Hartford. Conn. 
Huntington, ¥• Va. 
Ixxdlzuupolis, Ind. * ' 
Jacksonville. 31a. 
Knoxville, Tsxm. 
Lancaster, Pa. 
Lawrence, Mass. 
Lockport. H. T. 

Long Beach, Calif. 

Long Beach, Calif. 
Louisville. Xy. 

Iynn. Maas. 

Malden. Maas. 

XaahviUa, Tann. 

Xaw Bedford. Mass. 

5Sv Britain, Conn. 
Oakland, Calif. 
Pawtucket, E. I. 

Peoria. I11. 

Providence, E* Z. 
Qolncy. Maas. 

Beading, Pa. 

Heading. Pa. 

Sacramento. Calif. 
Salem. Mass. 

San Bis go, Calif. 
Springfield, Mass. 
Springfield, Mass. 
Springfield. Mass. 
Toledo, Ohio 
Toledo, Ohio 


) 



Eecorda not available. 




Location. 


of Gonoratloa 


ajBLjupnun 


X. X. Bosenthal Jewelry 
Qaaoral Associates. lac. 


bgr Jewelry Coapany 
Jewelry Company of Lancaster 


Washington, 0. C. 
Washi ngton. D. C. 
Coloabos. Ohio 
Hartford, Conn. 
Lancaster, Pa. 
Pending. Pa. 


(B) - Bate of re el gnat ton 


JOSEPH H. 1X71 


X. X. Soaenthal Jewelry 
General Associates. Inc. 
lay Associates. lac. 

Xay Jewelry Coapery 

lay Cocptsny of Fennaylennln 

Praac Jewelry Coapany of Tlrginla. Inc. 

lay Jewelry Coapany 

She Xay jewelry Coapany 


tfeahlagton. D. C. 
Washington. B. C. 
Washington. B. C. 
Allentown. Pa. 
Alleatowa, Pa. * 
Arlington, Ta. 
Atlanta, ftf i 
Baltlnore, Xd. 
Boston. Maas. 


Xay Jewelry Coapany of Brodcton 
Xay Jewelry Company. Inc. 

Xay Jewelry Coapany, Inc. 

Xay Jewelry Coapany. Inc. 

Xay Jewelry Coapany of Charleston 
Xay Jewelry Coapany of Charlotte, X. C. 

Xay jewelry Cnapaiy of Chattanooga. Inc. 
Xay Jewelry Coapany 
Lowe*a. Inc. 

Say Jewelry Coapaxy 

Xay Jewlry Coxpany, lac. 

tfhalen Jewelry Coapany of Indiana. Inc. 

Xay Jewelry Coapany 
Port Wayne Xay* a, Inc. 

Xay Jewelry Co^any of Oreeasboxo, Inc. 

She Xay Jewelry Coapany of Hagerstown, Inc. 
She Xay Jewelry Co apery 
Sagan Coapany, Inc. 

Sba Xhalan Jewelry Coapany 
Xay Jewelry Coapany 


Xay Jewelry Coapany 

Xay Jewelry Coapery 

Xay Jewelry Coapany of Knoxville 


Buffalo. X. T. 
Buffalo. 1. T. 
Buffalo, X. T. 
Charleston. V. Ta. 
Charlotte, X. C. 
Chattanooga. Sean. 
Colsabna, Ohio 
Colnabos, Ohio 
Detroit, Xich. 
Xvnnsvillo. lad. 
Zvmnsville, lad. 
Port Vsyne, lad. 
Part Vayne, lad. 
Greensboro, X. C. 
Hagerstown, Xd. 
Hartford. Conn. 
Hartford. Oonn. 
Hartford. Conn* 
Hontington, V. 7a. 

Indianapolis, Ind. 

Jacksonville, lie. 
Knoxville. Sana. 
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Location 


sratlon 


State 
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' Conaecutlve Period of Office 
7ir«t Meeting Last Meeting 


ZIeeted 


Elected 


Sir Jewelry Company of Lancaster 
Kay Jewelry Company of Lawrence 
Kay Jewelry Company. Inc. 

Kay Jewelry Company of California 
Basta^ Jewelry Company 
Kay'Jewelry Company 
Kay Jewelry Co^tany of Lynn 
Kay Jewelry Company of Malden 
Kay Jewelry Company 
.Kay Jewelry Company of lev Bedford 
the Kay Jewelry Company of Sew Britain. Inc. 
Kay Jewelry Coapeny 
lay Jewelry Corpany of Pawtucket. Inc. 

Kay Jewelry Co«peny 

Kay Jewelry Company 

Kay Jewelry Coapeny of Q&ney 

Kay Jewelry Coapeny 

Ylttaaa Jewelry Coapeny 

Kay Jewelry Coppery of Sacraaento 

Kay Jewelry Coape ry of Sales 

Kay Jewelry Ooapexy of Sen Blego 

She Kay Jewelry Coapeny 

Whalen Jewelry Company of Springfield 

Whalen Jewelry Coapeny 

The Kay jewelry Coapeny of Toledo, Inc. 

Worth Jewelry Coppery ^ 

Kay Jewelry Co^asy / 

Trane Jewelry Coapeny 

Marx Jewelry Coapeny 

She Boat Company 

She Swope Jewelry Coapeny. Inc. 

Xiy Jewelry Coapeny of Yalthaa 

She Kay Jewelry Company of Vaterbory. Inc. . 

Kay Jewelry Coqyany of Woonsocket, Inc. 

Xiy Jewelry Coapery 
Whalen Jewelry Coapery .• 

Kdy Jewelry Company of York 


Lancaster. Pa. 

Pennsylvania 

lev. 22-1926 

lone 

Lawrence. Mass. 

Massachusetts 

JUly 23-1936 

lone 

iockport, s. T. .. 

. Delaware 

Oct. 23-1936 

Bone 

Long Beech. Calif. 

Delaware 

'mg. 27 - 192 S 

Records not available. 

Long Beach, Cellf. 

California 

Dec. 8-1938 

Records not available. 

Louisville, 2y. 

Kentucky 

Oct. 2^-1930 

Oct. 25-1330 mg. 

lyrm. Mass. 

Maetachnaetta 

toy 7-1929 

lone 

Malden, Mass. 

Massachusetts 

JUly 8-1936 

lone 

Beshville, Sena. 

Tennesaoe ' 

Sept. 7-1928 

Oct. 8-1931 Oct. 

lew Bedford. Mass. 

Massachusetts 

Oct. 6-1936 

Bone 

lew Britain, Conn. 

^ Connecticut 

Oct. 7-1936 

Bone 

Oakland. Calif. 

Delr.vare 

mg. 27-1928 

Records not available. 

Pawtucket, B. I. 

Shod* Island 

Oct. 3-1929 

Bone 

Peoria, HI. 

Illinois 

JUly 11-1330 

Bone 

Providence, E. I. 

Bhode Inland 

Sept.29-1925 

Bone 

Qxiney. Mass. 

Maaiu^hnsetts 

lov. 4-1930 

Bbne 

Beading, Pa. 

Pennsylvania 

JUne 27-1916 ' 

Bone 

Beading. Pa. 

Pennsylvania 

Teh. 28-1921 

Becords not available. 

Sacraaento, Cellf. 

California 

JUne 22-1940 

Records not available. 

Sales, Maea. 

Maasachnsetta 

mg. 7-1931 

Bone 

San Biego, Calif. 

California . 

July 20-1939 

Recordsnot available. 

Springfield. Mess. 

- Massachusetts 

JUly 8-1922 

Bone 

Springfield, Mass. 

Massachusetts 

Oct. 1-1931 

Records not available. 

Springfield, Mu*. 

Massachusetts 

Dec. 26-1939 

Becords not available. 

Toledo, Ohio * 

Ohio 

Sept. 2-1924 

May 13-1940 May 

Toledo. Ohio 

Ohio 

Oct. 19-1927 

Becords not available. 

Washington. B. C. 

• Biot, of Col. 

ip r. 17-1920 

Minute book prior to 1943 

Washington. D. C. 

Diet. Col. 

July 14-1929 

Jan. 7-1930 

Washington, B. C. 

Diet. of Ool. 

Apr. 28-1925 

Bone 

Washington, D. C. 

Diet, of Col. 

Dec. 23-1925 

Jbn. 20-1930 Jen. 

Washington. B. C. 

Delaware 

Oct. 19-1938 

Bone 

Yalthaa, Maas. 

v- Massachusetts 

Oct. 1-1929 

lone 

Wfcterbory, Conn. 

Connecticut 

Mar. 30-1929 

lone 

Voonsockst, B. I. 

- Sheds Island 

JUly 30-1937 

Bona 

Worcester, Mass. 

Mansachasette 

Bov. 1-1923 

Bone 

Worcester, Mass. 

Massachusetts 

1924 

Becords not available. 

York, Pa. 

Delaware 

mg. 14-1937 

tons 


4-1941 U) 


lotos: 


(A) - Record date of la«t election held at which directors were also ted. (B) - Bate of real gnat Ion. 


/ 




Location 



S. M. Rosenthal Jewelry Company 
General Associates. Inc. 

Kay Associates, Inc. 

Kay Jewelry Cowpany 

Kay Company of Pennsylvania 

Franc Jewelry Company of Virginia, Inc. 

Kay Jewelry Coapany 

The Kay Jewelry Cowpany 

The Kay Jewelry Coapany 

Kay Jewelry Company of Brockton 

Kay Jewelry Coapany, Inc. 

Kay Jewelry Coopaay. Inc. 

Kay Jewelry Ckapaay, Inc. , 

Kay Jewelry Cowpany of Charleston 
Kay Jewelry Coapany of Charlotte. V. C. 

Key Jewelry Cowpany of Chattanooga, Inc. 

*Kay Jewelry Coapeny 
Lowe's, Inc. 

Bay Jewelry Coapeny 
Kay Jewelry Cowpany, Inc. 

Yhalan Jewelry Coapany of Indiana, Inc. 

Say Jewelry Coapany 
Port Veyne Key's. Inc. 

Key Jewelry Coapeny of Greensboro. Inc. 

The Kay Jewelry Cowpany of Bagerstown, Inc. 
She Kay Jewelry Cowpany. 

Tagun Cowpany. Inc. 

Tha Whalen Jewelry Cowpany 
Key Jewelry Coapany 
Kay Jewelry Coapany 
Kay Jewelry Coapany 

Kay Jewelry Coapany of XnoxrlUe, Tennessee 
Kay Jewelry Conway of Lancaster 
Key Jewelry Coapeny of Lawrence 
Kay Jewelry Coapany. Inc. 

Kay Jewelry Cowpany of California 

Kash Jawalxy Cowpany 

Kay Jewelry Coapeny 

Key Jewelry Cowpany of Lynn 

Kay Jewelry Coapeny of Malden, Maee. 

Kay Jewelry Coapany 

Kay Jewelry Cowpany of lew Bedford 

Tha Kay Jewelry Coapany of Mew Britain. Inc. 

Kay Jewelry Cowpany 

Kay Jewelry Cowpany of P a wt u c ke t, Inc. 

Kay Jewelry Company 

Kay Jawalxy Cowpany 

Kay Jewelry Cowpany of fedney 

Kay Jewelry Coapany 

Vlttaea Jewelry Coapany 

Key Jewelry Coapeny of Sacraaanto 

Kay Jewelry Cowpany of Salan 

Kay Jewelry Company of Sen Diego 

The Kay Jewelry Cowpany 


lasMngton. D. C. 
Washington, D. C. 
Washington, D. C. 
Allentown. Fa. 
Allentown, Pa. 
Arlington, Va. 
Atlanta. G*. 
Baltimore, Kd. 
Boston, Mass. 
Brockton, Mass. 
Buffalo. H. 7. 
Buffalo, H. T. 
Buffalo, S. T. 
Charleston, W. Va. 
Charlotte, S. C. 
Chattanooga. Term. 
Coluahus, 0. 
Coluabus, 0. 
Detroit, Mich. 
Evansville, Ind. 
Evansville. Ind. 
Fort Wayne, Ind. 
Fort Wayne, Ind. 
Greensboro, V. C. 
Hagerstown, Md. 
Hartford, Conn. 
Hertford, Conn. , 
Hartford. Conn. 
Huntington, W. Va. 
Indianapolis, Ind. 
Jacksonville, Fla. 
Knoxville, Term. 
Lancaster, Fa. 
Lawrence, Maas. 
Loekport. H. I. 
Long Beach. Calif. 
Long Baaoh, Calif. 
Louisville, Ky. 
Lynn, Maas. 

' Malden. Mass. 
MashvlUs^ Tens. 
Msw Bedford. Mass. 
Hew Britain, Conn. 
Oakland. Calif. 
Pawtucket, 2. I. 
Peoria, Ill. 
Providence. 2. I. 
Quincy, Mass. 
Beading. Pa. 
Beading. Fa. 
Sacraaanto, Calif. 
Salsa, Mass. 

San Dlsgo, Calif. 
Springfield, Mass. 
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State 


First Meeting 
Elected 


Last Masting 


Diet, of Col. 

Delisere 

Maryland 

Pennsylvania 

Pennsylvania 

Virginia 

Georgia 

Maryland 

Massachusetts 

Massachusetts 

law York 

Hew York 

Hew York 

West Virginia 

Delaware 


Palawan* 

Ohio 

Michl^n 

Indiana 

Indiana 


Indiana 

Horth Carolina 

Maryland 

Connecticut 

Connecticut 

Connecticut 

West Virginia 

Indiana 

Florida 

Tennessee 

Pennsylvania 

Massachusetts 

Delaware 


California 

Kentucky 

Massachusetts 

Massachusetts 


Massachusetts 

Connecticut 

California 

2hode Island 

Illinois 

Rhode Island 

Massachusetts 

Pennsylvania 

Pennsylvania 

California 

Massachusetts 

California 

Massachusetts 


May 7-1923 
May 20-1933 
June 3-1930 
1919 

July 28-1933 
Bov. 22-19*0 
Aug. 8-1936 
June I 9 -I 923 / 
July 10-1926 
Aug. 30-1929 
Sept.10-1924 

July 8-1933 
Apr. U-1939 

Miy 20-1925 
Sow. 24-1936 
Sept.lS-1939 
July 16-1921 
Oct. 2*-1927 
June 14-1921 
Aug. 7-1935 
Apr* 1-1939 

Herr. 13-193? 

Sept. 8-1938 
June 20-1930 
July 2-19g 

July 15-1935 

Aj*. 26-1921 
June 20-1922 
Oct. 17-1940 
Aug. 8-1940 
Bov. 22-1926 
July 23-1936 
Oct. 23-1926 
Aug. 27-1928 
Deo. 8-193S 
Oct. 24-1930 
May 7-1929 
July 25-1936 
Sept. 7-1928 
Oct. 6-1936 
Oct. 7-1936 
Aug. 27-1928 
Oct.- 3-1929 
July II-I 93 O 
Sept.29-1925 
Bov. 6-1930 
June 27-1916 
Feb. 28-1921 
June 22-1940 
Aug. 7-1931 
July 20-1939 
July 8-1922 


Hone 

Hone 

June IO -1937 June IO -1943 (A) 

Records not available. 

Mar. 13-1941 July 14-19*4 (A) 

Oct. 2-1941 Oct. 2-1943 (A) 

Feb. 28-1940 Jen. 12-1943 (A) 

JUly 15-1941 Aug. 31-1946 (A) 


Bone 

Hone 

Fab. 28-1940 M 

Bone 

Bone 

Bone 

Records not available. 
Records not available. 


May 19-1941 U) 


Records not available. 
Records not available. 
Hone 

Sept. 8-1938 S 

Oct. S-I 961 0 

Bone 

H on e 

Hone 

Hone 

July 11-1941 J 

Oct. 17-1940 0 

Hone 
Hone 


Sept. 9-1940 (A) 
Oct. 8-19*1 (A) 


JUly 1-19*1 (A) 
Oct. 25-1940 (A) 


Bane 

Rrfoords 

Records 

Bone 

Bane 

Bone 

Bone 

Bone 

Hone 

Records 

Hone 

Bone 

Bone 

Hone 

Bone 

Records 

Reoorde 

Bone 

Records 

Hone 


not available, 
not available. 


not available. 


not available, 
not available. 

not available. 


mgjjjmm i i mm » 
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Plaintiffs’ Exhibit No. 3, Schedule 23 



(A)-Secord date of last election held, at which each officer wee elected. (3)-Dete of reelgaatloe. 
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Mae of Corporation 

CECIL B. IABRU1E - COST'D. 

Location 

State 

Kay Jewelry Company. Inc. 

Buffalo. S. T. 

Sew York 

lay Jewelry Ooepany. Inc. 

Buffalo. E. I. 

lev York 

Kay Jewelry Coqpaay, Inc. 

Buffalo. V. T. 

Mr York 

lay Jewelry Conpany of Charleston 

Charleston. V. Ve. 

Vest Virginia 

Say Jewelry Colony of Charlotte. V. C. 

Charlotte. S. C. 

Delaware 

Key Jewelry Coepaay of Chattanooga, Inc. 

Chattanooga. Turn. 

Tennessee 

Say Jewelry Conpany 

Colunbus, Ohio 

Delaware 

Lowe's, Inc. 

Coluabus, Ohio 

Ohio 

Bay Jewelry Company 

Detroit, Mich. 

Michigan 

Say Jewelry Co^any, Inc. 

Evansville. Ind. 

Indiana 

Vhalen Jewelry Coqpaay of Indiana. Inc. 

Evansville, Ind. 

Indiana 

lay Jewelry Company, Port Myna 

Pbrt Yayne. Ind. 

Indiana 

Port Myna Say's.Inc. 

Port topne, Ind. 

Indiana 


Say Jewelry Conway of Oreenehoro. Inc. Greensboro, S. C. 

The Say Jewelry Cor^aby of Hagerstown,Inc.Hagsrstown. Md. 

Borth Carolina 
Maryland 

The Say Jewelry Cosqpaay 

Tegon Company. Incorporated 

The Vhalen Jewelry Coqpaqr 

Say Jewelry Company 

Say Jewelry Coqpaay 

Hartford, Conn. 
Hertford, Conn. 
Hartford. Conn. 
Bxntlngton. V. Ve. 
Indianapolis, Ind. 

Connecticut 
Connecticut 
Connecticut 
Vest Virginia 
Indiana 

Say Jewelry Company 

Say Jewelry Coapeay of Ihozville. from 
Say Jewelry Cowpaay of Lancaster 

Jacksonville, 71a. 
Knoxville, Tenn. 
Lancaster, M. 

Jlorlda 

Tennessee 

Pennsylvania 

- . \ 

ley Jewelry Coaqpeay of Lawrence 

Lawrence, Maas. 

Massachusetts 

Zey Jewelry Coqpaay, Inc. 

Say Jewelry Coapeay of California 

Sash Jewelry Coapaiy 

Say Jewelry Coapeay 

Say Jewelry Cospeay of Lynn 

Lockport. X. Y. 

Long Beach, Calif. 
Long Beach, Calif. 
Louisville, Xy. 

Lynn, Mase. 

Delaware 

Bel&varc 

California 

Santuclqr 

Massachusetts 

Say Jewelry Coapeay of Malden. Mase. 

Say Jewelry Cospaay 

Say Jewelry Ooepany of Mv Bedford 

The Say Jewelry Coepeay of Sew • 
Britain, lac. 

Say Jewelry Coqpaay 

Say Jswslxy Coqpaay of Pawtucket, Inc. 
Say Jewelry Conpeay 

Say Jewelry Coapany 

Say Jewelry Coepeay of Quincy 

Malden, Mass. 
Saahvllle, Tana. 

Saw Bedford, Mass. 

Saw Britain. Conn. 
Oakland, Calif. 
Rmtuckst, B. I. 
Peoria. HI. 
Providence, B. I. 
Qxlncy. Mass. 

Massachusetts 
Tsanassee 
Massachusetts 

Connecticut 

Delaware 

Bhodo Island 
Illinois 

Bhode Island 
Massachusetts 

Say Jewelry Coepeay 

Beading. Pa. 

Pennsylvania 

Vlttaan Jewelry Coqpaay 

Say Jewelry Conpany of Saeraaanto 

Say Jewelry Coepeay of Salsa 

Say Jewelry Coepeay of Sen Biego 

The Say Jewelry Coepeay 

Beading. Pa. 
Sacraaexxto, Calif. 
Salsa, Ness. 

Sen Biego. Calif. 
Springfield. Mess. 

Mnaaylvaala 
California 
Massachusetts , 
California 
Massachusetts 


Vhalen Jewelry Coepeay of Springfield 
Whalei Jewelry Conpany 


Springfield, Mass. 
Springfield, Mass. 


Massachusetts 

Massachusetts 
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Consecutive Periods of Office _ 

Blast Meotiag Last Meeting 


Office Hsld 


Elected 


Elected 


Sept.10-1924 
July 8-1933 
Jpr. 11-1939 
May 20-1925 
Sot. 24-1934 

Sept.18-1939 

July 16-1921 
Oct. 29-1927 
Jane 14-1921 
log. 7-1935 
dpr. 1-1939 
1929 
Sot. 13-1934 


Sept. 8-1938 
June 20-1930 

July 2-1923 
Apr. 15-1926 
Jttly 15-1935 

Aug. 24-1921 
Jkxne 20-1922 

Oct. 17-1940 
Aug. 8-1940 
Sot. 22-1926 


jfcir 23-1936 

Oct. 23-1936 
lac. 27-1938 
Bsc. 8-1938 
Oct. 24-1930 
Key 7-1939 

Jtxly 28-1936 
Sept. 7-1928 
Oct. 6-1936 

Oct. 7-1936 
Aag. 27-1928 
Oct. 3-1929 
July 11-1930 
Sept.29-1925 
Sot. 4-1930 

Jtme 27-1916 

106. 2S-1921 
Jane 22-1940 
Jng. 7-1931 
Jtxly 20-1939 
Jtxly 8-1922 

Oct. 1-1931 
Bee. 26-1939 


Sons 

Treasurer 

Vice-President 

Vice-President 

Vice-President 


Jan. 25-1936 
Mar. 10-1940 
Mb. 28-1940 
Mar. 5-1940 


Pa*. 15-1938 U) 
May 19-1941 (A) 
May 19-1941 (A) 
Sot. 25-1941 (A) 


President Mar. 
Becords not available 
accords not available 
Vice-President Mr. 
Becords not available 
Becords not available 
treasurer Bee. 
Secretary Jan. 
Treasurer 10b, 
President Mar. 
Vice-President Mar. 
Treasurer Oct. 
Vice-President ]Ob. 
Vice-President Her. 


5-1940 Jtxly 

for inspection, 
for inspection. 
18-1940 Aug. 

for inspection, 
for inspection. 

26- 1934 Jan. 

8-1935 Jan. 

27- 1936 ' Jan. 

5-1940 (A) 
5-1940 Oct. 

17-1930 Sapt, 

28- 1940 Oct. 

25-1940 Jtxly 


19-1941 


Jag. 6-1941 (A) 


Secretary 

President 

Vice-President 


Vice-President Mar. 23-1940 May 

Vice-President 10b. 28-1940 May 

Secretary Sot. 2-1931 10b. 

President 10b. 28-1940 Jtxly 

Vice-President Oct. 25-1940 Oct. 

Vice-President Jag. 15-1940 Oct. 

treasurer Jane 28-1932 Mar. 

Secretary ' Jtxas 23-1932 10b. 

President job. 28-1940 Jtxly 

Vice-President Apr. 15-1940 Oct. 

Treasurer Oct. 11-1943 U) 

Secretary Oct. 23-1936 Sot. 

Becords not available for inspection. 
Becords not available for inspection. 
Vlee-Preaident Mar. 5-1940 Jag. 

Vice-President Apr. 15-1940 Sept. 

Treasurer Sept.13-1943 

Vice-President Apr. 15-1940 Oct. 

Vice-President Mar. 5-1940 Oct. 

Vice-President Apr. 15-1940 Oct. 


7- 1935 
10-1939 

10- 1939 

8- 1941 (A) 
.11-1939 (B) 

8-1941 (A) 

5- 1944 (A) 

12-1941 (A) 
19-1941 (A) 
27-1940 

11- 1941 (A) 
a-194l (A) 
22-1941 (A) 

6- 1933 (B) 
27-1940 
14-1944 (a) 
11-1943 (A) 

3-1938 (A) 


4-1941 (A) 
13-1943 (A) 

15-1941 (A) 
23-1941 (A) 
15-1942 (A) 


Vice-President Mar. 5-1940 Jtxly 5-1944 (A) 

Becords not available for inspection. 

Vice-President Mb. 28-1940 Nay 19-1941 (A) 
Vice-President Mar. 5-1940 Oct. 15-1941 (A) 

Vice-President Mb. 28-1940 May 15-1941 (A) 

Vice-President Apr. 15*1940 Sspt.15-1943 (A) 

Treasurer Sept.15-1943 (A) 

Secretary Key 1-1935 J*a- 12-1936 

President Mar. 23-1940 Mar. 17-1941 (a) 

Becords not available for inspection. 

Becords not available for inspection. 

Treasurer Sept. 2-1932 

Becorde not available for inspection. 

Vice President Apr. 15-1930 Oct. 16-1943 (a) 

Treasurer Oct. 16-19&3 (A) 

Becords not available for inspection. 

Becords not available for inspection. 





cicn, p. kutoumt - oobt»d. 


The Kay Jewelry Company of Toledo 
Worth Jewelry Company 
Kay Jewelry.Company of Waltham 
Ttanc Jewelry Company 



May 7-1923 *>»• 

May 20-1933 Son* 

Jane 3-1936 Tlce-Preaidant Jane 11-1936 Oct. 27-1936 (B) 

. 1919 Seconds not available for inspection. 

July 28-1933 Tlee-Preaideat lac. 8-1933 Sept.15-1933 

4as't. Trees. Jan. 22-193* Apr. 8-1937 

Sot. 22-19*0 Sons 

lac. 8-1936 Secretary Oct. 1*-1937 Jan. 12-19*3 Cl) 

Jane 19-1923 Secretary Mar. 29*1926 unknown 

(Bled la 19*2) 


Secretary Mar. 10-19*10 Me 

iu't. Trees. Oct. 12-1937 Fa 

Secretary Mb. 25-19*0 Mb 

Secretary Dac. 1-1937 P® 

Prealdent Mar. 5-19*0 So 

lea*t. Treaa. Oct. 30-1939 

Secretary Mar. 5-19*0 Ma 

Secretary Mar. 5-1923 J* 

Bacorda not available for inspection. 
Becords not available for.inspection. 
Secretary ing. 8-1935 A 

President Mur. 18-19*0 4a 

Becords not available for Inspection. 
Becords not available for lnapeetlon. 
Secretary Msr. 5-19*0 (A) 

President Mr. 5-1940 Oc 

4»a*t. Trees. Mar. 18-1937 J» 

Secretary Mb. 28-19*0 Oc 












. .... 

- 






























Fresidaat 
Jaa't. fin 


May 7-1923 lsa» t. Traas. May lU- 193 * Kay 15-1935 

Aaa«t. irm. IUqt 15-1936 Kay 15-19*3 (D 

Kay 20-1933 A«'t. Sacy. lac. >1937 Sac. 16-1938 

Jana >1936 Aaa*t. fraaa. Jana U -1936 June 1049*3 (l) 

1919 Bacorda not armilabla for inspection. 

July 28-1933 Tlce-Prealdaat Mar. 1>19*1 July 1*-19** 

Secretary July 1*-1Q** ( 1 ) 

Hot. 22-19*10 Tiea-Fraaideat Oct. 2-1941 Oct. 2-19*3 CD 

lac. 8-1936 President lab. 28-19*10 Jan. 12-1943 (D 

Juaa 19-1923 Fraaldaat July 15-19*1 lac. >19** (D 

July 10-192* Bone 

in-g 30*1929 

Sept.10-1924 Soaa 
July 8-1933 Soaa 

Ipr. 11-1939 Soaa 

Kay 20-1925 Fraaldaat Tab. 28-19*0 Kay 19-19*1 (D 

Hot. 24-193* Sacra tary Kar. >19*0 Sot. 2>19*1 (D 

Sapt. 18-1939 Fraaldaat Mar. > 19*0 Kay 19-19*1 <D 

July 16-1921 Soaa 

Oct. 2^-1927 Bacorda not available for Iaapactioa. 

Juaa 1^*1921 Bacorda not available for inspection. 

lac. 7-1935 Sacratary Mar. 18-19*0 Jac. 6-19*1 (i) 

ipr. 1-1939 Bacorda not oral labia for iaapactioa. 

1929 Bacorda not available for iaapactioa. 

SOT. 1>193* Vi co-Pre aidant Kar. >>19*0(1} 

Sept. 8-1938 Sacratary Kar. >19*0 Oct. 8-19*1 (A) 

Juaa 20-l§30 Ass' t. fraaa. jaa. 29-1938 Tab. 27 - 19*0 

Fraaldaat' Tab. 28-19*0 Oct. 8-19*1 (D 

July 2-1923 Sacratary Kar. 23-19*0 July >19*4 CD 

1926 Soaa 

lac. 24-1921 iaa*t. fraaa. Kay 3-1939 Tab. 27-19*0 , 

Fraaldaat Tab. 28-19*0 Kay 19-19*0 (D 

Juaa 20-1922 Sacratary Tab. 28-19*0 July 11-19*1 

Tloa-rraaldaat July 11 - 19*1 (D 
Oct; 17-19*0 Treasurer Oct. 2>19*0 Oct. 21-19*1 (D 

lac. 8-19*0 Sacratary m*. 1>19*0 Oct. 22-19*1 (D 

Sot. 22-1926 Sacratary Tab. 28-19*0 July 1*-19** (D 











Oct. 7-1936 
tot. 27-1928 
Oct. 3-1929 
July 11-1930 
Sept.29-1925 
Vow~j U-I93O 
June 27-191$ 
Tet. 28-1921 
June 22-19^0 

-to*. 7-1931 
July 20-1939 
Jqly 8-1922 
Sec. 26-1939 
Sept. *2-1924 
Oct. 19-1927 
Oct. 1-1929 


ITotee 


1!h« Zay Jewelry Compass of Toledo. Lac. Toledo. Ohio 
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of Corporation 


snap j. apss 

X*or Associates. lac. 
The Xay Jewelry 


location 


Washington. 9. C. 
Baltimore, Mi. 


1 


Incorporation 

35*;-—S5 


Office Bald 


Co a ss ent itsPeriods of Qf fica 
First Meeting 


Hected 


Jana 3*1936 Asst. Secretary Jana U -1936 
19-1923 Treasnrer Jana 23-1940 


■last Meeting 
Sleeted 


9-1937 
Aug. 3-1944 


BGEXB9 9. UCnUB 


X. M. Sosenthal Jewelry Coagany 

V..M t 

9. 

C. 

Diet, of 

Col. 

May 

7-1923 

Asst. Secretary 

Her. 

5-1937 

■ey 15-1943 (A) 

The %rope Jewelry Coepany. Inc. 


9. 

c. 

9elsmre 


Oct. 

19-193* 

Tlce-President 

Oct. 

28-193* 

Sot. 3-1941 (A) 

1 . 







Secretary 

Oct. 

2S-1938 
27-1944 (A) 

Mar. 13-1940 (A) 

The Soss Casgaay 

Warhlngton, 

9. 

c. 

91st. of 

Col. 

Oee. 

23-1925 

Vice-President 

Jone 


Say Jewelry Co^eny 

Washington. 

9. 

c. 

91st. of 

Col. 

Apr. 

17-1920 

*iecj etstjr 

July 

3-1944 (A) 



Vote: 


(A) — SeccxA data of last election bald at which such officer was elected. 


BIOT M. Bnmwarar., JR, 

bjr Jewelry Coepany 
fiia lay Jewelry 


JadcaonTille, Fla. Ylorlda 

of Toledo, lac. Toledo. Ohio Ohio 


Oct. 17-1940 
Sept. 2-1924 President 


Oct. 25-1940 
*«- 3-1939 


Apr. 9-1942 
May 19-1943 U) 


Ibte: 


(A) - Secord data of last election held at which sach officer waa elected. 


3.. HDTTCM 


lay Associates, lac. 


Washington, 9. C. 


Maryland 


Jane 3-1936 Secretary 


Jane 11-1936 IO -1943 (A) 


Fote: 


(A) - Secord date of last election held at which each officer was elected., 
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Excerpt from Plaintiffs* Exhibit No. 3, Schedule 34 

2267 Filed Mar 8 1946 

Schedule Showing Open Account Charges by the E. H. 
Rosenthal Jewelry Company, General Associates, 
Inc., Kay Associates, Inc., and Kaufmann and Gold- 
namer, Agents to the Following Companies or Indi¬ 
viduals for the Period from January 1-1926 to June 
30-1943. 

(Excludes charges to retail jewelry corporations.) 

i 

C •*# # • # • # • • 

I 

Excerpt from Plaintiffs* Exhibit No. 3, Schedule 35 

2271 Filed Mar 8 1946 

Schedule Showing Notes Received by the E. M. Rosen¬ 
thal Jewelry Company, General Associates, Inc., and 
Kay Associates, Inc., from the Following Individuals 
or Companies from January 1, 1926 to June 30, 1943: 
(Excludes notes of retail jewelry corporations and 
notes referred to in Schedules 8 and 9) 

! 

Excerpt from Plaintiffs* Exhibit No. 3, Schedule 36 

2274 Filed Mar 8 1946 

Copy of Letter Made Part of the Minutes of the Board 
of Directors of the Kay Jewelry Company, Inc., Buf¬ 
falo, New York, Held on July 8-1933. The Letter 
was Written by the Rosenthal Jewelry Company to 
the Kay Jewelry Company, Inc. oE Buffalo, N. Y., in 
Respect to the Settlement of the Account Owed by 
the Latter Corporation. 

i i 


4 
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2277 Filed Mar 8 1946 

Plaintiffs’ Exhibit No. 4 

Phone Main 1750 Cable Address 41 Ermasco” 

E. M. Rosenthal Jewelry Co. 

Wholesale and Manufacturing Jewelers 
1342 G Street Northwest 
Washington, D. C. 

Sept. 11, 1929. 

Mr. E. M. Rosenthal, 

219 Michigan Avenue., 

Detroit, Mich. 

Dear Ed: 

t 

The Rosenthal Company is taking the following amounts 
in the following new stores: 

Pawtucket, R. I. $27,800.00 

Brockton, Mass. 24,000.00 

Fort Wayne, Ind. 23,600.00 


$75,400.00 

Your proportionate share of this total is $15,080.00. 
Please let me have your check for this amount by the 18th 
of the month. 

With kindest regards, I am, 

Sincerely, 

Marc 

MSG/H 


! 
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2278 Filed Mar 8 1946 

» 

! Plaintiffs’ Exhibit No. 5 

Phone Main 1750 Gable Address “Ermasco” 

E. M. Rosenthal Jewelry Co. 

Wholesale and Manufacturing Jewelers 
1342 G Street Northwest 
Washington, D. C. 

September 14, 1929. 

Mr. E..M. Rosenthal, 

c/o Finsterwald Furniture Co., 

Detroit, Mich. 

Dear Mr. Rosenthal: 

Due to three stockholders being omitted from the stock¬ 
holder’s set up, thereby reducing the Rosenthal Company’s 
subscription from $75,400.00 to $73,900.00 in the three new 
stores, kindly send ns your check for $14,780.00 instead of 
$15,080.00 as originally written you. 

Please make this check payable to the E. M. Rosenthal 
Jewelry Co., and mail it to H.’K. Mullins in care of the 
above, concern. 

Very truly yours, 

E. M. Rosenthal Co. 


HKM 
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2279 Filed Mar 8 1946 

Plaintiffs* Exhibit No. 6 

Phone Main 1750 Cable Address “Ermasco” 

E. M. Rosenthal Jewelry Co. 

Wholesale and Manufacturing Jewelers 
1342 G Street Northwest 
Washington, D. C. 

November 4, 1929. 

Edd, Albert and Saul: 

Enclosed is your proportionate share of a $15,000.00 
special dividend we are distributing from our investment 
account. Please be advised that until further notice, divi¬ 
dends from this account will be suspended, as we will take 
the income from this account to repay the individual loans 
recently paid in for stock that we have bought in the Kay 
Jewelry Co., Ft. Wayne, Ind., Pawtucket, R. L, and Brock¬ 
ton, Mass, stores, the total amount of which is $73,900.00. 
We suggest that you mark your records accordingly as you 
will not pay any income tax on monies received from the 
investment account of the Rosenthal Company from now on 
until the above mentioned amount has been repaid. We will 
advise you when we have sent you checks that total the 
amount of your loan. 

Please be advised that we have just purchased a store in 
Waltham, Mass., known as the Weston Jewelry Co., 316 
Moody St. This will be turned into a Kay Store immedi¬ 
ately and we have bought the entire business for about 
$27,000.00. The assets of this firm are $22,000.00 in A one 
accounts, and about $5,000,000 in no good and questionable 
accounts, all furniture and fixtures and merchandise inven¬ 
toried at $17,000.00 etc. 

The Kay Jewelry Co., Waltham is being organized for 
$30,000.00, all common stock, of which the Rosenthal Com- 
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pany is taking $17,500.00 and the balance distributed to the 
management and our associates according to E. I. ’s discre¬ 
tion. You will not be asked to put up any money for the 
Rosenthal Stock as we are borrowing $17,500.00 and will 
pay it back from income from our investment account. This 
loan will take precedence over the individual loans and we 
will pay back this $17,500.00 and then pay back the above 
mentioned individual loans. . 

With kindest regards, we are 


Sincerely yours, 


MSG/M 


Marc 


Do hope you are feeling O. K. again. 


Excerpt from Plaintiffs’ Exhibit No. 8 

(Letter, dated Oct. 19, 1934, from E. L Kaufmann to 

E. M. Rosenthal) 

2282 From the questions you ask me about your inter¬ 
ests in the jewelry stores, such as Boston, Providence 

and elsewhere, you led me to believe that in this direction 
you had not been given consideration and that your inter¬ 
ests were not comparable to mine in size. I have gone over 
our interests and find little difference. I find in some in¬ 
stances that you have a greater amount than I. In stores 
like Boston, Providence and a few other places, our interest 
is represented by our interest in the E. M. Rosenthal Com¬ 
pany and General Associates. In other words, the Rosen¬ 
thal 'Company received 66%% of Boston’s common, and 
since you have 20% of the Rosenthal Company, you natur¬ 
ally have over 13% in the Boston store. You have invested 
in dollars in our jewelry enterprises $174,021.25, and in 
my judgment the book value should be at least double that 
amount. You complained when you saw me that you 

2283 had received no income to speak of from the jewelry 
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stores. I have just gone over this and I find that 
from October 1st, 1933 to October 1st, 1934, yon and Ester 
received $22,308.50 in dividends, and this last year was a 
particularly bad year. I made the statement to you that 
if conditions remain as they are, even though they may not 
get better, that you could nearly depend upon an income of 
somewhere in the neighborhood of $30,000.00 per year. 

You see, Eddie, you have been away from business so 
long that it is rather difficult for you to understand what 
has happened in business. While you have been away or 
occupied with your own troubles, we have steadily gone on, 
not only protecting our interests, but of course, yours. I 
want to spare you the details of the multitude of things 
that we have done in the last four years for our interests. 
You must know that no group of stores could have pos¬ 
sibly continued without considerable attention on our part, 
but you know, that it is not our custom to inform you each 
time we do a job. 

In your letter to me you say you do not give a “G.D.” 
whether the New England business goes on or not, but I 
think this attitude is wrong. Your investment in the furni¬ 
ture stores in New England should, and will in my opinion, 
pay you at least $20,000.00 a year in dividends, and I for 
one would be unwilling to permit your furniture interests in 
New England to be destroyed, or be placed under manage¬ 
ment or supervision, which may be to your liking but not 
competent, in order that you should get what you may con¬ 
strue as your just dues. 

I would like to repeat again that you should permit me 
or someone else to buy out the present stockholders in New 
England and that a new company be formed to take over 
those interests and we could get younger men in the picture. 
I think that a deal of this kind can be made, possibly not 
now, but in the near future, and of course, any position that 
you would subsequently agree to take in the deal would be 
exactly the same as mine. In other words, you know that 
in a picture of this kind, there would be no position that I 
would take after a deal is made that would not be offered 
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to yon,-and I think we have enough young men in our fam¬ 
ilies to carry on for ns. 

2284 I did not intend this letter to he quite so long, but 
it could he much longer if I were to attempt to cover 

the entire situation carefully. There are so many things to 
be done in New England,—for instance, the lease of the 
Hadley store at Waterbury soon expires and it should be 
renewed; a definite policy should be put into effect imme¬ 
diately for the accumulating of cash, and so many other 
things that I would have to consume several pages in telling 
you what I think should he done. 

I hope that your trip to Hot Springs has benefitted you 
and if I were you I would go to Florida where you can for¬ 
get much of the grief existing here. 

With warm regards, I am, 

Yours sincerely, 

EIK/H 

2285 Filed Mar 8 1946 

j Plaintiffs* Exhibit No. 10 

Certificate of Incorporation 

First.—The name of this Corporation shall be E. M. Ros¬ 
enthal Jewelry Company. 

Second.—Its principal office or place of business in the 
State of Delaware shall be located at 15-17 Dover Green in 
the City of Dover, County of Kent, and its resident agent 
shall be The Capital Trust Company of Delaware. 

Third.—The nature of the business and the objects and 
purposes proposed to be transacted, promoted and carried 
on, are to do any or all of the things herein set forth, as 
fully and to the same extent as natural persons might or 
could do, and in any part of the world, viz: 

To manufacture, buy, sell, import and generally deal in 
and with, either at wholesale and/or retail, gold and silver¬ 
ware, watches, jewelry, precious stones, opera glasses, 
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chains, umbrellas, silver and plated ware, gold and silver 
ornaments, radios, leather goods, and all goods, wares and 
merchandise usually dealt in by wholesale and retail watch 
makers and jewelers. 

To manufacture, repair, regulate and put in order 
watches, clocks, jewelry and gold and silverware of all kinds, 
and to plate, polish and perform all operations necessary 
in connection with the handling of jeweler’s goods, wares 
and supplies. 

To manufacture, buy, sell, export, import, exchange and 
generally deal in and with, either at wholesale and/or retail, 
all kinds of house, store, office and other furniture, carpets, 
curtains, fixtures and furnishing goods. 

2286 To manufacture, purchase or acquire in any lawful 
manner and to hold, own, mortgage, pledge, sell, 
transfer, or in any manner dispose of, and to deal and trade 
in goods, wares, merchandise, and property of any and 
every class and description, and in any part of the world. 

To acquire the good will, rights and property, and to un¬ 
dertake the whole or any part of the assets or liabilities of 
any person, firm, association or corporation; to pay for the 
same in cash, the stock of this company, bonds or other¬ 
wise, to hold or in any manner to dispose of the whole or 
any part of the property so purchased; to conduct in any 
lawful manner the whole or any part of any business so 
acquired, and to exercise all the powers necessary or con¬ 
venient in and about the conduct and management of such 
business. 

To apply for, purchase, or in any manner to acquire, 
and to hold, own, use and operate, and to sell or in any man¬ 
ner dispose of, and to grant license or other rights in respect 
of, and in any manner deal with, any and all rights, inven¬ 
tions, improvements and processes used in connection with 
or secured under letters patent or copyrights of the United 
States or other countries, or otherwise, and to work, oper¬ 
ate or develop the same, and to carry on any business, man¬ 
ufacturing or otherwise, which may directly or indirectly 
effecutate these objects or any of them. 
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To guarantee, purchase, hold, sell, assign, transfer, mort¬ 
gage, pledge, or otherwise dispose of the shares of the capi¬ 
tal stock of, or any bonds, securities or evidences of in¬ 
debtedness created by any other corporation or cor- 

2287 porations of this State or any other States, country, 
nation or government, and while owner of said stock 

may exercise all the rights, powers and privileges of own¬ 
ership, including the right to vote thereon, to the same ex¬ 
tent as natural persons might or could do. 

To enter into, make and perform contracts of every kind 
with any person, firm, association or corporation, munici¬ 
pality, body politic, country, territory, State, government, 
or colony or dependency thereof, and without limit as to 
amount to draw, make, accept, endorse, discount, execute 
and issue promissory notes, drafts, bills of exchange, war¬ 
rants, bonds, debentures, and other negotiable or transfer¬ 
able intruments and evidences of indebtedness whether se¬ 
cured by mortgage or otherwise, as well as to secure the 
same by mortgage or otherwise. 

To conduct business in any of the States, territories, col¬ 
onies or dependencies of the United States, in the District 
of Columbia, and in any and all foreign countries, to have 
one or more offices therein, and therein to hold, purchase, 
mortgage and convey real and personal property, without 
limit as to the amount. 

To do any or all of the things herein set forth to the same 
extent as natural persons might or could do and in any part 
of the world, as principals, agents, contractors, trustees, or 
otherwise, and either alone or in company with others. 

To purchase, hold and reissue any of the shares of its cap¬ 
ital stock. 

In General to carry on any other business in connection 
therewith, whether manufacturing or otherwise, not forbid¬ 
den by the laws of the State of Delaware, and with 

2288 all the powers conferred upon corporations by the 
laws of the State of Delaware. 

Fourth.—The total authorized capital stock of this cor¬ 
poration consists of Fifteen Hundred (1500) shares of Com- 


\ 

l 
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mon stock with the par value of One Hundred Dollars | 
($ 100 . 00 ). • 
This corporation will commence business with a capital 
of at least One thousand Dollars. 

Fifth.—The names and places of residence of the incor-j 
porators are as follows: 


Name 

A. A. Benevento 
Simon Hirshman 
Lorraine Branson 


Residence 

Woodward Bldg., Wash. D. C.j 
Woodward Bldg., Wash. D. C.j 
Woodward Bldg., Wash. D. C.j 


Sixth.—The existence of this Corporation is to be per 
pe trial. 

Seventh.—The private property of the stockholders shall 
not be subject to the payment of corporate debts to any ex¬ 
tent whatever. 

Eighth.—The Directors shall have power to make and t<| 
alter or amend the By-Laws; to fix the amount to be rei 
served as working capital, and to authorize and cause to be 
executed, mortgages and liens without limit as to amount, 
upon the property and franchises of this Corporation. 

The By-Laws shall determine whether and to what ex r 
tent the accounts and books of this corporation, or any of 
them, shall be open to the inspection of the stockholders 5 
and no stockholder shall have any right of inspecting any 
account, or book, or document of this Corporation, except 
as conferred by law or the By-laws, or by resolution of the 
stockholders or directors. 

The stockholders and directors shall have power 
2289 to hold their meetings and keep the books, docu¬ 
ments and papers of the corporation outside of the 
State of Delaware, at such places as may be from time to 
time designated by the By-laws or by resolution of the 
stockholders or directors. 

The directors shall have power by a resolution passed by 
a majority vote of the whole Board, under suitable provi¬ 
sion of the By-laws, to designate two or more of their nuni- 
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ber to constitute an Executive Committee, which Committee 
shall for the time being, as provided in said resolution or 
in the By-laws, have and exercise any or all the powers of 
the Board of Directors which may be lawfully delegated in 
the management of the business and affairs of the company, 
and shall have power to authorize the seal of the said Com¬ 
pany to be affixed to all papers which may require it. 

There shall be no preemptive right in the stockholders of 
subscribing to any additional issues of any class of stock of 
this corporation now or hereafter authorized unless here¬ 
after conferred by resolution of the directors. 

This corporation reserves the right to amend, alter, 
change or repeal any provision contained in this Certificate 
of Incorporation, in the manner now or hereafter pre¬ 
scribed by the statutes of the State of Delaware, and all 
rights conferred on officers, directors and stockholders 
herein are granted subject to this reservation. 

It is the intention that each of the objects, purposes and 
powers specified in all the paragraphs of the Third Section 
hereof shall be regarded as independent objects, purposes 
and powers. 

We, The Undersigned, for the purpose of forming a Cor¬ 
poration under the laws of the State of Delaware, do 

2290 make, file and record this Certificate, and do certify 
that the facts herein stated are true; and we have ac¬ 
cordingly hereunto set our respective hands and seals. 

i 

A. A. Benevento (Seal) 

Simon Hibshman (Seal) 

Lorraine Branson (Seal) 

Dated at Washington, D. C. 

May 8th, 1933 

i 

In presence of 
Aubrey St. C. WardwelL 

2291 District of Columbia, ss : 

Be It Remembered, That on this 8th day of May, A. D. 
1933, personally appeared before me, the subscriber, a No- 


tary Public for the District of Columbia, A. A. Benevento, 
Simon Hirshman and Loraine Branson, parties to the fore¬ 
going Certificate of Incorporation, known to me personally 
to be such, and severally acknowledge the said Certificate of 
Incorporation to be their act and deed, and that the facts 
therein stated are truly set forth. 

Given Under my hand and seal of office the day and year 
aforesaid. 

» 

Aubrey St. C. Ward well 
Notary Public . 

Aubrey St. Clair Ward well 

Notary Public 

My commission expires April 16,1937 
District of Columbia. I 
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State of Delaware 


Office of Secretary of State 

I, Earle D. Willey, Secretary of State of the State of 
Delaware, do hereby certify that the above and foregoing 
is a true and correct copy of Certificate of Incorporation of 
the “E. M. Rosenthal Jewelry Company”, as received and 
filed in this office the twentieth day of May, A. D. 1933, at 
10 o’clock A. M. 

In Testimony Whereof, I have hereunto set my hand and 
official seal at Dover, this twenty-eighth day of January in 
the year of our Lord one thousand nine hundred and forty- 
one. 

(Seal) j 

Earle D. Willey 
Secretary of State . 


i 
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2293 Filed Mar 8 1946 

Plaintiffs’ Exhibit No. 11 

Amended Certificate of Incorporation 

Before 

Payment of Capital Stock 
of 

E. M. Rosenthal Jewelry Company 

We, The Undersigned, being all the incorporators of 
E. M. Rosenthal Jewelry Company, do hereby certify that 
the original Certificate of Incorporation of said Company 
was filed on the twentieth day of May, A. D. 1933, at 10 
o’clock A. M., in the office of the Secretary of State, at 
Dover, and a duly certified copy was recorded in the office 
of the Recorder of Deeds of the State of Delaware, in and 
for Kent County, on the twentieth day of May, A. D., 1933 
and that no part of the capital stock has been paid in and 
no business transacted. 

i _ 

We do therefore pursuant to the provisions of Paragraph 
25 of the General Corporation Laws of the State of Dela¬ 
ware, amend said original Certificate of Incorporation to 
read as follows: 

First. The name of this Corporation shall be General 
Associates, Incorporated. 

' Second. Its principal office or place of business in the 
State of Delaware shall be located at 15-17 Dover Green in 
the City of Dover, County of Kent, and its resident agent 
shall be The Capital Trust Company of Delaware. 

Third. The nature of the business and objects and pur¬ 
poses proposed to be transacted, promoted and car- 

2294 ried on, are to do any or all of the things herein set 
forth as fully and to the same extent as natural per¬ 
sons might or could do, and in any part of the world, viz:— 

To manufacture, buy, sell, import and generally deal in 
and with, either at wholesale and/or retail, gold and silver- 
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ware, watches, jewelry, precious stones, opera glasses, 
chains, umbrellas, silver and plated ware, gold and silver 
ornaments, radios, leather goods, and all goods, wares and 
merchandise usually dealt in by wholesale and retail watch¬ 
makers and jewelers. 

To manufacture, repair, regulate and put in order 
watches, clocks, jewelry and gold and silverware of all 
kinds, and to plate, polish, and perform all operations nec¬ 
essary in connection with the handling of jeweler’s goods, 
wares and supplies. 

To establish, operate and maintain cash and/or instal¬ 
ment jewelry stores throughout the United States, and to 
sell in said stores, the merchandise usually dealt in by cash 
and instalment jewelry stores. 

To buy, sell, exchange, pledge, mortgage and generally 
deal in and with government, municipal and industrial 
bonds, stocks and other securities, and in and with bonds 
and mortgages or other evidences of indebtedness or own¬ 
ership of any individual, firm or corporation and in and 
with stocks, debentures, trust receipts and other securities 
of corporations, both domestic and foreign. 

To manufacture, buy, sell, export, import, exchange, and 
generally deal in and with, either at wholesale and/or 
2295 retail, all kinds of house, store, office and other furni¬ 
ture, carpets, curtains, fixtures and furnishing goods. 

To manufacture, purchase or require in any lawful man¬ 
ner and to hold, own, mortgage, pledge, sell, transfer, or 
in any manner dispose of, and to deal and trade in goods, 
wares, merchandise, and property of any and every class 
and description, and in any part of the world. 

To acquire the good will, rights and property, and to 
undertake the whole or any part of the assets or liabilities 
of any person, firm, association or corporation; to pay for 
the same in cash, the stock of this company, bonds or other¬ 
wise, to hold or in any manner to dispose of the whole or any 
part of the property so purchased; to conduct in any lawful 
manner the whole or any part of any business so acquired. 
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and to exercise all the powers necessary or convenient in 
and about the conduct and management of such business. 

To apply for, purchase, or in any manner to acquire, and 
to hold, own, use and operate, and to sell or in any manner 
dispose of, and to grant, license or other rights in respect 
of, and in any manner deal with, any and all rights, inven¬ 
tions, improvements and processes used in connection with 
or secured under letters patent or copyrights of the United 
States or other countries or otherwise, and to work, oper¬ 
ate or dev.elop the same, and to carry on any business, manu¬ 
facturing or otherwise, which may directly or indirectly, ef¬ 
fectuate these objects or any of them. 

To guarantee, purchase, hold, sell, assign, transfer, mort¬ 
gage, pledge, or otherwise dispose of the shares of the capi¬ 
tal stock of, or any bonds, securities or evidences of indebt¬ 
edness created by any other corporation or corporations of 
this State, or any other State, country, nation or gov- 
2296 ernment, and while owner of said stock may exercise 
all the rights powers and privileges of ownership, in¬ 
cluding the right to vote thereon, to the same extent as nat¬ 
ural persons might or could do. 

To enter into, make and perform contracts of every kind 
with any person, firm, association or corporation, munici¬ 
pality, body politic, country, territory, State, government 
or colony or dependency thereof, and without limit as to 
amount to draw, make, accept, endorse, discount, execute 
and issue promissory notes, drafts, bills of exchange, war¬ 
rants, bonds, debentures, and other negotiable or transfera¬ 
ble instruments and evidences of indebtedness whether se¬ 
cured by mortgage or otherwise, as well as to secure the 
same by mortgage or otherwise. 

To conduct business in any of the States, territories, col¬ 
onies or dependencies of the United States, in the District 
of Columbia, and in any and all foreign countries, to have 
one or more offices therein, and therein to hold, purchase, 
mortgage and convey real and personal property, without 
limit as to the amount. 
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To do any or all of the things herein set forth to the same 
extent as natural persons might or could do, and in any part 
of the world, as principals, agents, contractors, trustees, or 
otherwise, and either alone or in the company with others. 

To purchase, hold and reissue any of the shares of its cap¬ 
ital stock. 

In General to carry on any other business in connection 
therewith, whether manufacturing or otherwise, not forbid- j 
den by the laws of the State of Delaware, and with j 
2297 all the powers conferred upon corporations by the 
laws of the State of Delaware. 

Fourth. The total authorized capital stock of this corpo¬ 
ration consists of Fifteen Hundred (1500) shares of com-j 
mon stock with the par value of One Hundred Dollars 
($100.00) each. 

This corporation will commence business with a capital 
of at least One Thousand Dollars. 

Fifth. The names and places of residence of the incorpo¬ 
rators are as follows:— 


i 

I 

i 


\ 


Name 

A. A. Benevento 
Simon Hirshman 
Lorraine Branson 


Residence 

Woodword Bldg., Wash., D. C. j 
Woodward Bldg., Wash., D. C. j 
Woodward Bldg., Wash., D. C. 


Sixth. The existence of this Corporation is to be perp 
petual. 

Seventh. The private property of the stockholders shail 
not be subject to the payment of corporate debts to any ex¬ 
tent whatever. 

Eighth. The Directors shall have power to make and to 
alter or amend the By-Laws, to fix the amount to be reserved 
as working capital, and to authorize and cause to be exe¬ 
cuted, mortgages and liens without limit as to amount, upon 
the property and franchises of this Corporation. 

The By-Laws shall determine whether and to what extent 
the accounts and books of this Corporation, or any of them, 


i 
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shall be open to the inspection of the stockholders, and no 
stockholder shall have any right of inspecting any account, 
or book or document of the Corporation, except as 

2298 conferred by law or the By-Laws, or by resolution 
of the stockholders or directors. 

The stockholders and directors shall have power to hold 
their meetings and keep the books, documents and papers 
of the corporation outside of the State of Delaware, at such 
places as may be from time to time designated by the By- 
Laws or by resolution of the stockholders or directors. 

The directors shall have power by a resolution passed by 
a majority vote of the whole Board, under suitable provision 
of the By-Laws, to designate two or more of their number 
to constitute an Executive Committee, which Committee 
shall for the time being, as provided in said resolution or in 
the Bay-Laws, have and exercise any or all powers of the 
Board of Directors which may be lawfully delegated in the 
management of the business and affairs of the Company, 
and shall have power to authorize the seal of the said Com¬ 
pany to be affixed to all papers which may require it. 

There shall be no preemptive right in the stockholders of 
subscribing to any additional issues of any class of stock of 
this Corporation now or hereafter authorized unless here¬ 
after conferred by resolution of the directors. 

This Corporation reserves the right to amend, alter, 
change or repeal any provision contained in this Certificate 
of Incorporation, in the manner now or hereafter pre¬ 
scribed by the statutes of the State of Delaware, and all 
rights conferred on officers, directors and stockholders here¬ 
in are granted subject to this reservation. 

2299 It is the intention that each of the objects, purposes 
and powers specified in all the paragraphs of the 

Third Section hereof shall be regarded as independent ob¬ 
jects, purposes and powers. 

We, The Undersigned, for the purpose of forming a* Cor¬ 
poration under the laws of the State of Delaware, do make, 
file and record this Certificate, and do certify that the facts 
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herein stated are true; and we have accordingly hereunto 
set our respective hands and seals. 

Anthony A. Benevento (Seal) 
Simon Hibshman (Seal) 

Lorraine Branson (Seal) 

Dated at Washington, D. C. | 

July 13th, 1933 
In the presence of 
Aubrey St. Clair Wardwell 

2300 District of Columbia, ss: 

Be It Remembered, That on this 13th day of July, 1933, 
personally appeared before me, the subscriber, a Notary j 
Public for the District of Columbia, A. A. Benevento, Simon i 
Hirshman and Lorraine Branson, parties to the foregoing i 
Amended Certificate of Incorporation, known to me per- | 
sonally to be such, and severally acknowledge the said Cer- | 
tificate of Incorporation to be their act and deed, and that | 
the facts therein stated are truly set forth. j 

Given under my hand and seal of office the day and year j 
aforesaid. 

Aubrey St. C. Ward well 
Notary Public, D. C. . j 

— ~ _ j- 

Aubrey St. Clair Ward well j 

Notary Public j 

My Commission Expires April 16, 1937. ! 

District of Columbia. 

2301 State of Delaware j 

Office of Secretary of State 

I, Josiah Marvel, Jr., Secretary of State of the State of 
Delaware, do hereby certify that the above and foregoing j 
is a true and correct copy of Amended Certificate of Incor-! 
poration of the “E. M. Rosenthal Jewelry Company”, as 
received and filed in this office the twenty-second day of 
July, A. D. 1933, at 10 o’clock A. M. 
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In Testimony Whereof, I have hereunto set my hand and 
official seal at Dover, this sixteenth day of January in the 
year of our Lord one thousand nine hundred and forty-one. 

Jqsiah Marvel^ Jr. 

(Seal) Secretary of State. . 

2302 Filed Mar 8 1946 

Plaintiffs’ Exhibit No. 13 
Certificate of Incorporation 
—of— 

Kay Associates, Inc. 

This Is To Certify: 

First: That we, the subscribers, Cecil Kaufmann, whose 
postoffice address is No. 601—13th Street, N. W., Washing¬ 
ton, D. C., Joseph H. Levi, whose post-office address is No. 
601 - 13th Street, N. W., Washington, D. C., and Sydney J. 
Boss, whose post-office address is No. 7 West Lexington 
Street, Baltimore, Maryland, all being of full legal age, do, 
under and by virtue of the General Laws of the State of 
Maryland, authorizing the formation of corporations, asso¬ 
ciate ourselves with the intention of forming a corporation. 

Second: The name of the corporation (which is herein¬ 
after called the corporation) is 

Kay Associates, Inc. 

Third: The purposes for which, and for any of which, 
the corporation is formed and the business or objects to be 
carried on and promoted by it, are as follows: 

(1) To own, manage and operate jewelry stores, and to 
conduct the jewelry and optical business, at wholesale and 
retail, in all its branches. 

(2) To supervise, manage, advise and counsel those who 
are willing to pay for such services, in the operation of jew¬ 
elry stores, and to do all such things and perform or supply 
such services as are commonly done, performed or supplied 
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by efficiency executives or business management execu¬ 
tives. 

2303 (3) To act as agent, factor or broker, on commis¬ 

sion or otherwise for individuals, co-partnerships, 
corporations and to aid, assist, promote and conserve the 
interest of its principals and patrons and afford facilities 
for the convenient transaction of business by the principals 
and patrons throughout the United States. 

(4) To engage in and carrying on the business of import¬ 
ing, exporting, manufacturing, producing, buying and sell¬ 
ing and otherwise dealing in and with goods, wares and 
merchandise of every class and description. 

(5) To engage in and carry on any other business which 
may conveniently be conducted in conjunction with any busi¬ 
ness of the corporation. 

(6) To buy, hold, improve, sell, dispose of, real estate, 
whether situated in the State of Maryland or elsewhere, and 
generally to carry on any business incidental to the owner¬ 
ship, maintenance, operation and management of real or 
leasehold property. 

(7) To acquire all or any part of the good will, rights, 
property and business of any person, firm, association or 
corporation heretofore or hereafter engaged in any business 
similar to any business which the corporation has the power 
to conduct, and to hold, utilize, enjoy and in any manner dis¬ 
pose of, the whole or any part of the rights, property and 
business so acquired, and to assume in connection therewith 
any liabilities of any such person, firm, association or cor¬ 
poration. 

(8) To acquire by purchase, subscription or in any man¬ 
ner, take, receive, hold, use, employ, sell, assign, transfer, 
exchange, pledge, mortgage, lease, dispose of and otherwise 
deal in and with any shares of stock, shares, bonds, deben¬ 
tures, notes, mortgages or other obligations, and any cer¬ 
tificates, receipts, warrants or other instruments evidencing 
rights or options to receive, purchase or subscribe for the 
same or representing any other rights or interests therein 
or in any property or assets, issued or created by any 
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2304 persons, firms, associations, corporations, syndicates, 
or by any governments or subdivisions thereof; and 

to possess and exercise in respect thereof any and all the 
. rights. 

(9) To purchase or otherwise acquire, and to hold, sell 
or otherwise dispose of, and to retire and reissue, shares 
of its own stock of any class in any manner now or hereafter 
authorized or permitted by law. 

(10) To borrow or raise money for any of the purposes 
of the corporation, and to issue bonds, debentures, notes or 
other obligations of any nature, and in any manner per¬ 
mitted by law, for moneys so borrowed or in payment for 
property purchased, or for any lawful consideration, and 
to secure the payment thereof and of the interest thereon 
by mortgage or pledge or conveyance or assignment in trust 
of the whole or any part of the property of the corporation, 
real or personal, including contract rights, whether at the 
time owned or thereafter acquired; and to sell, pledge, dis¬ 
count or otherwise dispose of such bonds, debentures, notes 
or other obigations of the corporation for its corporate pur¬ 
poses. 

(11) To aid in any manner any person, firm, association, 
corporation or syndicate, of which any shares of* stock, 
shares, bonds, debentures, notes, mortgages or other obli¬ 
gations, or any certificates, receipts, warrants or other in¬ 
struments evidencing rights or option to receive, purchase 
or subscribe for the same, or representing any other rights 
or interest therein, are held by or for this corporation, or 
in the welfare of which this corporation shall have any in¬ 
terest, and to do any acts or things designated to protect, 
preserve, improve and enhance the value of any such prop¬ 
erty or interest, or any other property of this corporation. 

(12) To guarantee the payment of dividends upon any 
shares of stock or shares in, or the performance of any con¬ 
tract by, any other corporation or association in 

2305 which this corporation has an interest, and to endorse 
or otherwise guarantee the payment of the principal 
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and interest, or either, of any bonds, debentures, notes or j 
other evidences of indebtedness created or issued by any ! 
such other corporation or association. 

(13) To carry out all or any part of the foregoing ob- . 
jects as principal, factor, agent or otherwise, either alone 
or through or in conjunction with any person, firm, associa- j 
tion or corporation, and, in carrying on its business and j 
for the purpose of attaining or furthering any of its ob¬ 
jects and purposes, to make and perform any contracts and I 
to do any acts and things, and to exercise any powers suit¬ 
able, convenient and or proper for the accomplishment of 
any of the objects and purposes herein enumerated, or inci¬ 
dental to the powers herein specified, or which at any time j 
may appear conducive to or expedient for the accomplish¬ 
ment of any of such objects and purposes. 

(14) To carry out all or any part of the aforesaid objects 
and purposes, and to conduct its business in all or any of ! 
its branches, in any or all states, territories, districts and 
possessions of the United States of America, and to main¬ 
tain offices and agencies in any or all states, territories, dis¬ 
tricts and possessions of the United States of America. 

The foregoing objects and purposes shall, except when j 
otherwise expressed, be in no way limited or restricted by 
reference to, or inference from, the terms of any other | 
clause of this or any other article of this certificate of in¬ 
corporation or of any amendment thereto, and shall each be 
regarded as independent, and construed as powers as wellj 
as objects and purposes. This corporation shall be author -\ 
ized to exercise and enjoy all of the powers, rights; 
2306 and privileges granted to, or conferred upon, corpo-j 
rations of a similar character by the General Laws of 
the State of Maryland now or hereafter in force, and the 
enumeration of the foregoing powers shall not be deemed 
to exclude any powers, rights or privileges so granted or 
conferred. 

Fourth: The post-office address of the place at which the 
principal office of the corporation in this State will be lof 
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cated is No. 7 West Lexington Street, Baltimore, Maryland. 
The resident agent of the corporation is Sydney J. Ross, 
whose post-office address is No. 7 West Lexington Street, 
Baltimore, Maryland. Said resident agent is a citizen of 
the State of Maryland and actually resides therein. 

Fifth The corporation shall have three (3) directors, and 
Cecil D. Kaufmann, Joseph H. Levi, and Sydney J. Ross 
shall act as such until the first annual meeting or until their 
successors are duly chosen and qualified. 

Sixth: The total amount of the authorized capital stock 
of the corporation is Fifty-One Hundred Dollars ($5,100) 
par value, of which Five Thousand Dollars ($5,000) par 
value, divided into Five Hundred (500) shares of the par 
value of Ten Dollars ($10) each, is preferred stock, and 
One Hundred Dollars ($100) par value, divided into One 
Hundred (100) shares of the par value of One Dollar ($1) 
each, is common stock. 

Seventh: The following is a description of each class of 
stock of the corporation with the preferences, voting pow¬ 
ers, restrictions and qualifications thereof: 

The preferred stock on dissolution of the corporation 
shall be entitled to a preference and a priority of pay- 
2307 ment over the common stock in any distribution of 
the property of said corporation; said preferred 
stock shall not be entitled to vote at any meeting of the 
stockholders for the election of directors, and such right 
to vote at any meeting for the election of directors or at 
any other meeting of stockholders concerning the manage¬ 
ment of the corporation, except in statutory proceedings as 
to which its vote is required by law, shall be exercised exclu¬ 
sively by the holders of the common stock. 

Eighth The following provisions are hereby adopted for 
the purpose of defining, limiting and regulating the powers 
of the corporation and of the directors and stockholders: 

(1) The board of directors of the corporation is hereby 
empowered to authorize the issuance from time to time of 
shares of its stock of any class, whether now or hereafter 
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authorized, and securities convertible into shares of its 
stock of any class, whether now or hereafter authorized, for 
such considerations as said board of directors may deem 
advisable, subject to such limitation and restrictions, if any, 
as may be set forth in the by-laws of the corporation. 

Ninth The duration of the corporation shall be perpetual. 

In Witness Whereof, we have signed this Certificate of 
Incorporation on the 3rd day of June 1936. 

Witness: 

C. D. Kaufmann 
Jos. H. Levi 
S. J. Ross 

2308 State of Maryland, 

City of Baltimore , ss: 

This Is To Certify, that on this 3rd day of June 1936, j 
before me, the subscriber, a Notary Public of the State of 
Maryland, in and for the City of Baltimore aforesaid, per¬ 
sonally appeared Cecil D. Kaufmann, Joseph H. Levi and 
Sidney J. Ross, and severally acknowledged the foregoing [ 
certificate of incorporation to be their act. 

Witness my hand and Notarial Seal, the day and year last 
above written. 

I 

J. B. Hofmann 
Notary Public . 

State Tax Commission of Maryland: 

l 

It Is Hereby Certified that the within instrument is a 
true copy of the Certificate of Incorporation of “Kay Asso¬ 
ciates, Inc.”, as received and approved by the State Tax ! 
Commission of Maryland June 3,1936, at 1:00 o’clock P. M. | 
As Witness my hand and the seal of the said Commission 
at Baltimore, this 4th day of June, 1936. 

Albert W. Ward 
Secretary 




1010 

Plaintiffs’ Exhibit No. 16 

2310 Filed Mar 8 1946 

wa 239 22—wux Washington dc 19 427p 

ROBERT NEWMAN 
219 MICHIGAN AVE DET 

WE ARE HAVING ROSENTHAL. COMPANY DIRECTORS MEETING WED¬ 
NESDAY OCTOBER 27TH TEN AM. PLEASE ADVISE TED. LOOKING 
FORWARD TO SEEING YOU BOTH. REGARDS. 

UNCJLE ED. 

• •••••••• 

Plaintiffs’ Exhibit No. 18 

2313 Filed Mar 8 1946 

COPY 

October 30, 1931. 

Mr. E. M. Rosenthal, 

751 West Boston Boulevard, 

Detroit, Michigan. 

Dear Eddie:— 

I am writing this letter to your home as I want yon to 
have my thoughts as quickly as possible. I dislike seeing 
you so wrought up about conditions. You have nothing to 
be concerned about in Worcester. The fact that you signed 
the bond with Leo should not be distressing, as you know 
the building is worth the balance due. I think Leo is the 
one who should be disturbed, inasmuch as he is equally 
liable with you and, if you are unable to pay, he is liable for 
the entire amount of any deficiency and, since you have 
twice as much interest as Leo, if the thing is good, you are 
going to enjoy twice the benefit. Naturally, I was stunned 
when White told me you had signed and I felt very much 
like going over to the hotel and spanking you real hard 
but all I:could do was to smile when I saw you, as it isn’t 
my purpose to cause you any distress. 

I have told Rube to tell the prospective tenant that we 
may use the store and that we will know within the next 
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sixty days and on that account we will be unable to make 
the lease with him. 

Yon seem to be troubled about the Kay lease. You and 
I have always discussed things very frankly and one of thej 
reasons why we get along so well is that we conceal nothing 
from the other and carry no grievances. I would like you 
to know that as far as I am concerned, you may do any-j 
thing you like regarding the Kay rent; and, in order foil 
you to judge properly what they can pay, upon my return 
home I will send you the figures. 

Your decision to carry on with Mr. White may be wise. J. 
know that you can write fine, sensible letters and your judgr 
ment may be the best; as long as you don’t close the door as 
far as I am concerned, as I think an opening should be lefi 
in case there is a difference I can step in and carry on where 
you leave off. | 

I am not concerned at all about conditions either as they 
pertain to you or to me; I am more concerned about you 
personally, and you would please me much more if you 
would, at your convenience, pack up and get away 
2314 from the whole mess; there is nothing that you can 
do now and you know there is nothing that I would 
leave undone for you. 

In my judgment, you have no right to drive yourself too 
hard. There is such a thing as a man running around in 
circles and, when he is all through, accomplishing little. 
While I don’t think this is your case, you must be careful 
not to get in that condition. I wish you would remember 
my “diannu reasoning”. If you never have any more th^n 
what you’ve got, it is sufficient. You’d please me much 
more if you would go South and do the things there that 
you love best. You know that you enjoy fishing and that 
November is the best fishing time; you would get back into 
your golf and there are so many things you can occupy yotir 
time with that it seems foolish not to take advantage |of 
what Florida offers. Your Junior partners still have the 
same love for you, they are going to carry on and alwajys 
include you willingly—not because of any obligations—but 


1012 


i _ , 

because of the affection they hold for you and there is 
nothing that you can do more than they are already doing, 
so that in case you change your mind about going back to 
Worcester and staying there for a few days, remember that 
I am willing and, while I may not be able to do as well as 
yon, I am going to do my best. 

I am not going to bother you any more about business 
because I do want you to go away. I don’t see how you can 
ever hope to be strong enough to carry on when conditions 
get better if you keep on hanging around Detroit and To¬ 
ledo where you hear nothing but distressing things. 

There is much more in my mind and if I were to tell you 
everything it would have to be in the form of a book. 

With warm regards to you and all the dear ones, 

Yours sincerely, 

EIK 


Excerpts from Plaintiffs’ Exhibit No. 25 

(Letter, dated May 16, 1929, E. M. Rosenthal to E. L 

Kaufmann) 

2332 Regarding leases, there was no intent meant to 
make any criticism of what you were doing. My 

criticism is that we shouldn’t let boys dig up locations be¬ 
cause they are so anxious to get in, nor should we let them 
make the clauses in the lease. Any lease that you sign I 
am satisfied with and I think vica versa. I think Marc 
hasn’t had the experience either to draw up a lease which 
we should take. In plain words, I think either you or my¬ 
self should make any lease or see any lease before it is 
finally passed. 

2333 Speaking of leases, I am checking up a couple in 
Detroit and have something in mind for Milton and 

Harry’s brother-in-law which I want to discuss with you 
personally. I believe these leases should be taken whether 
of not we buy Leo’s stock. Milton wrote Leo again the 
other day. I presume by now Fertig has made up the state- 
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ment and sent them to him. Have been expecting to have 
a letter from him almost any time, however, I haven’t heard 
a word. 

Had quite a talk with Ben this week. He seems to be 
very fond of Milton and he says Milton is the only one that 
has ever helped him since he has been in Detroit. He seems 
to be willing to do anything that we want done or that I 
want done with him. Ben’s original idea was that he should 
have a good big piece of any corporation that was formed j 
as he felt that he had been working for a lot of stockholders! 
that he wasn’t interested in. I think, though, Ben will ad¬ 
just himself to anything that you want. 

Was discussing with him a number of complaints against 
the Rosenthal Jewelry Co. and in several of these he was 
very much justified in his position. Ben has the idea that 
he wants to sell clean stones and if it is in his mind doing 
this, I believe he has a right to sell them and that effort 
should be made to get him these stones and not make it 
necessary for him to take stones that are not clean because 
they are easier to get. He advised me that he tried to buy 
these and that he simply couldn’t get them from the Rosen¬ 
thal Company. 

I had quite a discussion with him on specials and I think 
his thoughts on specials are more or less right too, and that 
someone ought to be digging up specials for him. He tells! 
me he has tried every way to get specials from the Rosen-j 
thal Jewelry but they just don’t pay any attention to him. 
Now if you don’t want him to see traveling men, someone 
should take this off his hands. Have had several visits with 
him lately, and he is not altogether wrong on some of the; 
positions he takes. 


2334 Note what you say about buying a building at! 

Richmond. I think you are a very foolish fellow to 
do this any time except in your own community or some-! 
where we know we want to put a jewelry store and find that 
the store is doing well. You don’t want to begin taking on 
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debts, even real estate debts, which will in any way take part 
of your income for payment of debts. I think if I were yon 
now, I would begin spending some of my children’s money. 
Besides, all your children are boys and they may not want 
to give up as easily as you do and the opposite sex is of 
course entitled to some consideration too. 

• •••••*••• 

Excerpts from Plaintiffs’ Exhibit No. 26 

(Letter, dated Oct. 13, 1930, E. L Kaufmann to E. M. 

Rosenthal) 

\ 

2335 Kay Associated Stores 

Homer Building 
Washington, D. C. 

Office of 

Edmund I. Kaufmann 


2336 We are opening up new stores in Charlotte, N. C., 
Louisville, Ky. and Quincy, Mass. We are issuing 
preferred and common stock. I know this will be of inter¬ 
est to you unless Marc has already advised you. The jew¬ 
elry business, much to my amazement, has held up much 
better than other businesses and from now on we should 
devote all our energy to jewelry to the exclusion of nearly 
all other lines. 


Excerpt from Plaintiffs’ Exhibit No. 28 

(Letter, dated Jan. 1,1929, E. M. Rosenthal to Ed 

Kaufmann) 

• ••••••••• 

2340 I think the jewelry business is marvelous, and am 
hopeful that the deal for the other goes through. If 
you want to expand, the thing we are into now is one of the 
sweetest things I ever knew of, and that is where our money 
should go, even in preference to the finance company we are 
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now into. These things which are all right for the other 
fellows, and are all right if we do not fool with them and 
do not have to be given attention, yet they are not to be j 
compared with the game we are now in. It is a simple game 
apparently where the business is not as continuous and 
where the prices are not nearly so great. 


Excerpts from Plaintiffs’ Exhibit No. 29 

(Letter, dated May 10, 1929, E. L Kaufmann to E. M. 

Rosenthal) 


2341 Any fault regarding leases that I have drawn or 
had a hand in will be your fault as I feel you have 

trained me in making leases. As I look back over the last 
few leases I have made I am quite satisfied that even you 
couldn’t improve upon them but very little. I knew of the 
lease in Lynn and I also knew that Art had handled it in a 
very impractical fashion. Marc later went up and I had 
no idea the lease was as near completion or anything about 
its phraseology. The boys never make leases. I make 
nearly all of them and I am quite certain about them 

2342 before they are signed. 

Regarding Ben Golding I agree with you in prin¬ 
ciple but I think in this instance it was not unwise for him 
to have a goodly share of the stock as he is one of our best 
men and opportunity should be given him to make as much 
money as he can. 

• ••#*•••#• 

2343 On Monday I will go to Wilmington to look at a 
location that Sol dug up and I will let you know later 

what has been done. 

Regardless of whether you work or not you are still a 
partner and any suggestions from you will be welcome at 
this end. 
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Plaintiffs’ Exhibit No. 30 

‘ (Excluded, App. 388) 

2344 Filed Mar 8 1946 

Kay Associated Stores 
Homer Building 
Washington, D. C. 

Office of 

Edmund I. Kaufmann 

Nov. 8,1930. 

Mr. Robt. Newman, 

219 Michigan Ave., 

Detroit, Mich. 

Dear Boh: 

Upon my return home found your letter of November 
6th. I just returned from New England where I went to 
take care of matters pertaining to Albert’s estate and also 
in reference to leasing the Springfield store. I also made 
a trip to Waterbury but neglected to go to Worcester. I 
mention these things to you so you will understand that I 
too have much to do with reference to outside interests, 
things that my senior partner has passed on to me and 
which I faithfully try to execute. 

I am still laughing about the loss of the Minute Book of 
the Maxine Company. This is not unusual. I remember 
that Dad made a lease with us for the Maxine Company 
as President of the Maxine Company and signed the lease, 
but lost it or misplaced it so none knew later what the rent 
really should be. I have been accused by him so often of 
losing things for him that I am really sorry that he hadn’t 
written the letter so I could have answered him as I usually 
do. 

I know just what you are trying to do and I am in full 
sympathy with your efforts. I too, I guess am careless, 
particularly so where it relates to Dad’s and my personal 
affairs. We have never been very strict in keeping records. 
I have no objection to you at any time making inquiries 
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that will help to straighten out his affairs, and incidentally 
I imagine straighten ont mine too. 

I know of no deals aside from the hotel deal and the 

I 

Palestine deal that is existing, but one may crop up most 
any day. 

He and I have owned real estate together in Toledo for 
some few years. I have particular reference to the 
2345 Brown Building. I don’t know how he is handling 
this and I have never made any inquiries, nor am I 
doing so now for the purpose of inquiring about the things 
I own, but rather to let you know I am interested. Dad un¬ 
derstands it, although to my knowledge I have never re¬ 
ceived any deed or notification of this ownership. This is 
also true of some interests that I have in Detroit with him j 
and Herman Finsterwald, and some other pieces of prop- j 
erty either on Huron Street or Erie Street in Toledo. 

I have coming to me some difference between the hotel | 
and Palestine matter, that at your convenience you may | 
figure out and set up a credit for me or mail a check. 

It may appear unusual for two grown men to do business 
as loosely as Dad and myself have done for years but this is 
due no doubt to the fact that we understand each other so [ 
well and know it is the earnest desire of each to do what is 
proper and fair. I would like you to know that my relations j 
with others are not of this character and where ever I have ! 
any business, records are immediately made of any indebt- | 
edness and transfers immediately made. I suppose it is | 
more or less the fault of the way we started and I would like 
you to know I am in full accord with keeping our affairs 
straight and whatever I can do from time to time you may 
call upon me with a full knowledge you will receive my 
hearty cooperation. 

I have signed the Minutes as you have requested and am 
returning to you. You may make inquiry at Fertig’s if the 
Minute Book is not with Sig Sanger, or Charlie Friedman, j 
after you, of course, have made a careful search at the j 
Maxine Company, the Home and Finsterwald’s. 


i 
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We enjoyed having Mother and Dad with us. I miss them 
a great deal but I am looking forward to joining them in 
the very near future in Florida. 

With warm regards to you and your dear ones, I am, 

Yours sincerely, 

Uncle Ed.. 

EIK 


Plaintiffs’ Exhibit No. 46 

2379 COPY OF WIRE FLD 12 APE 1939 

E I KAUFMAN N 

ROSENTHAL JEWELRY CO HOMER BLDG WASHDC 
PLEASE WIRE BY WESTERN UNION FOLLOWING INFORMATION WHO 
HOLDS STOCK OF KAY ASSOCIATES ALSO NUMBER OF SHARES 
ISSUED AND PAR VALUE REGARDS 

B M ROSENTHAL. 

• ••••••••• 

Plaintiffs’ Exhibit No. 47 

2380 Filed Mar 8 1946 

Received at 1933 Hollywood Blvd., Hollywood, Fla. 

MZF80 75 DL—WASHINGTON DC 12 104p 
E M ROSENTHAL 

RETEL KAY ASSOCIATES NON PROFIT CORPORATION. STOCK HELD 
BY MARC JOEL AND MYSELF IN ESCROW FOR ALL STORES. EACH 
STORE SENDS IN IT CONTRIBUTION TO SINKING FUND AND ALSO ITS 
MONTHLY CHECK FOR ADMINISTRATION EXPENSES WHICH IN¬ 
CLUDES ADVERTISING, AUDITING, SUPERVISORS SALARIES AND ROU¬ 
TINE OFFICE EXPENSE. AT END OF YEAR WHATEVER INTEREST 
EARNED BY REVOLVING FUND IS RETURNED TO THE STORES IN 
RATIO TO THEIR CONTRIBUTION. CORPORATION WAS NECESSARY 
ON ACCOUNT OF VARIOUS TAX LAWS. REGARDS 


ED. 
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Plaintiffs’ Exhibit No. 51 

2385 Filed Mar 8 1946 

Phone District 1750 Cable Address 

“Ermasco” 

E. M. Rosenthal Jewelry Co. 

Wholesale & Manufacturing Jewelers 
Homer Building 601 13th St. N. W r . 

Washington, D. C. j 

November 1936. 

This is to acknowledge receipt of your check in the 

amount of $., for your stock Subscription in 

the new stores, that is,.Preferred and 

.Common. 

We have now completed the stock set-up on all of these ! 
stores and your stock allotment in each store is as follows: j 

No. Shares No. Shares [ 

i 

Preferred Common 

Due to the great amount of detail involved, we have been | 
unable to issue the stock as yet, but hope to do so soon and 
we will see that your stock certificates are forwarded to you. 

We also wish to advise that 6% preferred dividends on 
your preferred stock accrue as of October 15,1936 and are j 
payable to stockholders of record as of January 1st and 
July 1st of each year. 

I am enclosing an Agreement that is to be signed by aU 
purchasers of stock in the new stores and sent in to me. If 
there is anything in this Agreement that is not clear or i 
agreeable to you, kindly take the matter up with me. 

With kindest personal regards, I am 

Sincerely yours, 

M S Goldnameb 

MSG/MC 

Enel. 1. I 









mm 

WSsSS&Bi 
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Plaintiffs’ Exhibit No. 58 

2393 Filed Mar 8 1946 ! 

October 12,1938 

Mr. E. I. Kanfmann 
Homer Building 
Washington, D. C. 

Dear Uncle Ed: 

Through Ed Schanfarber and Ted Levin I have learned 
about the correspondence between yourself and Ed Schan¬ 
farber since his recent visit with you in New York City. I 
have also learned of your reaction to some of the things 
that came up at that meeting which related to me and the 
Rosenthal interests which I represent. It is my feeling that 
you do not clearly understand our position in regard to the 
New England furniture stores and the jewelry business in 
general as well as the men who are in charge of these enter¬ 
prises. 

For that reason, I am herein enclosing copy of letter 
dated September 21, 1938 written by Ted Levin to Ed 
Schanfarber which clearly states my views and those of the 
interests which I represent on the entire situation. 

I am very eager that this be cleared up in vour mind be¬ 
cause I understand that you were hurt by reason of what 
you thought was my attitude. I certainly do not want that 
to happen. I believe that Ted’s letter will explain the sit¬ 
uation to your entire satisfaction. 

I trust that you, Aunt Lillian and your family are all well 
and with best regards, I am 

Sincerely yours, 

RJN :MM 

i 

Enclosure 
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2394 COPY Law Offices 

Levin, Levin and Dill 
1250 Penobscot Building 
Detroit 


Randolph 2550 

September 21,1938. 

Mr. Edwin J. Schanfarber, 

Attorney at Law, 

150 East Broad Street, 

Columbus, Ohio. 

Dear Ed: 

Bob Newman is now in my office and has shown me your 
letter of September 20th together with the copies of the 
letters which you sent to Ed Kaufmann. Bob and I feel 
that you have not made clear to Ed Kaufmann the reasons 
which motivate Bob and Ed Rosenthal’s other children in 
desiring to increase their personal knowledge of the various 
enterprises upon the basis of frequent and detailed reports. 

Bob Newman and the others of the Rosenthal group feel 
that their attitude is not accurately represented by the 
statement in your letter to the effect that there does not 
exist “the intimacy of relationship or confidence, or high 
regard, that existed between the men who founded this busi¬ 
ness and between those who will be the ultimate beneficiar¬ 
ies of it_” The fact is that none of us here lacks the ut¬ 

most confidence in the continued ability of Ed Kaufmann to 
look after the interests of the children. He has always been 
a friend of Mr. and Mrs. Rosenthal and of the children and 
nothing whatever has transpired which has in any respect 
changed the relationship. 

It was felt, however, that Bob, who is primarily charged 
with the responsibility of obtaining information concerning 
the various business enterprises actively managed by 
others, as well as other members of the family ought to be 
furnished with details of management as well as complete 
information concerning the operation of the various enter¬ 
prises. 
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May I repeat, this is not because of lack of confidence but 
iather for the reason that the younger members of the 
.family now growing up to assume the responsibility which 
was that of Ed Rosenthal, should be kept fully informed so 
that they might grow and develop with their various busi¬ 
ness interests, and when the time comes, as it surely must, 
they will be in a position to have a voice based upon ma¬ 
turity and knowledge gained from intimate and close con¬ 
tact. Only in this way will they become enabled to exercise 
an intelligent judgment. 

2395 We are anxious that Ed Kaufmann not misunder- 

! 

stand our attitude and it is my desire to write him to 
correct the impression which I think has been conveyed by 
your letters. Before writing him, however, I should like 
to hear from you and would appreciate it greatly if you 
would write me at your earliest convenience. 

Bob joins me in sending you best regards. 

Yours sincerely, 

Theodore Levin 

TL:MS 


Plaintiffs’ Exhibit No. 59 

2396 Filed Mar 8 1946 

Edmund I. Kaufmann T02 H Street, N. W. j 

Washington, D. C. j 
September 11,1941 

Mr. Theodore Levin 
Penobscot Building 
Detroit, Michigan 
Dear Ted: 

At the request of Ed Schanfarber I am enclosing here¬ 
with the following: 

I. The amount of the Revolving Fund and the contribu- i 
tors thereto. 

II. Notes Receivable from the Stores. 


i 



1026 


III. Collateral Notes Receivables from Individuals. 

Relative to the stockholders of tbe recent stores opened 
it will be agreeable for yon to come to Washington and see 
the list of stockholders and their holdings. 

I should like very much to tell yon again that I am sorry 
I became impatient yesterday. I am sure you will attribute 
it to the fact that the three days at the Convention was 
tiring and I doubt now the wisdom of having seen you and 
Eddie directly after the long siege I had in Cincinnati. 

With kind regards, I am, 


EIK/H 

enc. 


Yours sincerely. 


(Sgd.) Ed. 


2397 Revolving Fund, Kay Associates, Inc. as of 

August 31, 1941 


Kay Allentown 

16,284.67 

Kay Atlanta 

9,920.99 

Kay Baltimore 

18,441.00 

Kay Boston 

39,103.86 

Kay Brockton 

16,263.62 

Elay Buffalo 

767.38 

Kay Charleston 

15,720.16 

Khy Charlotte 

18,098.38 

Kay Chattanooga 

3,029.71 

Kay Columbus 

15,805.35 

Ray Detroit 

4,074.25 

Kay Evansville 

15,713.83 , 

Whalen Evansville 

3,599.23 

Kay Fort Wayne 

9,307.87 

Elay Greensboro 

3,566.85 

Kay Hagerstown 

6,587.56 

Elay Hartford 

20,190.42 

Whalen Hartford 

10,383.60 

Kay Huntington 

12,230.72 

Kay Indianapolis 

17,663.79 


1 
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Kay Jacksonville 

717.46 

Elay Knoxville 

768.46 

Kay Lancaster 

11,368.48 

Kay Lawrence 

4,500.28 

Kay Long Beach 

11,939.88 

Nash Long Beach 

2,520.25 

Kay Louisville 

17,118.30 

Kay Lynn 

19,413.07 

Kay Malden 

7,355.91 

Kay Nashville 

18,507.28 

Kay New Bedford 

12,533.29 

Kay New Britain 

6,498.88 

Kay Oakland 

12,516.08 

Kay Pawtucket 

12,540.70 

Kay Peoria 

16,262.16 

Kay Providence 

28,373.20 

Kay Quincy 

11,702.70 

Kay Beading 

8,779.83 

Wittman Beading 

11,039.73 

Kay Sacramento 

918.20 

Kay Salem 

14,181.39 

Kay San Diego 

3,121.39 

Kay Springfield 

19,394.66 

Whalen Springfield 

6,948.30 

Kay Toledo 

15,820.46 

Kay Waltham 

17,777.75 

Kay Washington 

24,586.59 

Franc Washington 

26,748.07 

Marx Washington 

17,755.53 

Boss Washington 

29,343.64 

Swope Washington 

4,005.07 

Kay Waterhury 

14,102.52 

Kay Woonsocket 

6,534.51 

Kay Worcester 

26,503.40 

Whalen Worcester 

21,794.25 

Kay York 

4,703.19 

$725,448.10 
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2398 Notes Receivable Stores as of August 31,1941 

Kay Associates, Inc. 


Kay Baltimore 


5,000.00 

Kay Boston 


34,000.00 

Kay Columbus 


20,000.00 

Kay Fort Wayne 


13,000.00 

Kay Greensboro 


15,250.00 

' Kay t Jacksonville 


5,000.00 

Elay Elnoxville 


5,000.00 

Kay Long Beach 


15,000.00 

Kay. Malden 


8,000.00 

Kay : Oakland 


8,750.00 

Kay San Diego 


10,000.00 

Kay Washington 


45,000.00 

Franc Washington 


46,000.00 

Marx Washington 


5,000.00 

Ross Washington 


40,000.00 

E. M. Rosenthal Jly Co. 

115,000.00 

Kay York 

i 


12,000.00 

' 


$402,000.00 

2399 Collateral Notes Receivable 

as of 8/31/41 

Kay Associates, 

Inc. 


Payments in August Balance 


Interest 

Principal 8/31/41 

Albert A. Aaron 

1.11 

8.89 213.26 

Harold J. Aarons 

— 

— 291.28 

Lewis D. Allen 

■— 

— 234.71 

Harry Basg 

— 

— 2,769.68 

A. N. Breitbart 

5.42 

24.58 1,058.36 

Wm. H. Bright 

— 

— 1,280.45 

Philip H. Cowan 

45.18 

200.00 998.32 

Horace Fishman 

10.00 

— 356.58 

Mark Freedman 

14.83 

235.17 2,730.64 

Chas. Germaine 

— 

— 1,219.80 

Simon Hirshman 

— 

— 123.96 
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Edward Holder 

9.84 

70.16 

1,897.65 

Sidney Jonas 

25.79 

42.21 

5,123.26 

A. D. Katzenberg 

.54 

108.40 


Marvin Kaufmann 

182.36 

586.14 

11,243.86 

Louise Kingsbury 

— 

— 

81.72 

Norman Krauss 

6.00 

100.00 

1,100.00 

I. M. Kritz 

24.58 

25.42 

3,251.67 _ 

Everett E. Levi 

— 

— 

1,160.00 

Bert J. Leeper 

4.61 

95.39 

365.68 

Louis Marks 

— 

— 

1,869.28 

Anne Marx 

64.71 

278.40 

1,200.00 

Geo. M. Marx 

30.30 

808.00 

_____ l 

• 

Jerome Proper 

2.56 

17.44 

494.78 

R. 0. Ridgeway, Jr. 

— • 

— 

371.89 

Morton H. Rosenthal 

— 

— 

5,333.40 

Myron Rubey 

— 

— 

1,310.26 

George Samburg 

— 

— 

657.33 

Murray Sarnoff 

— 

— 

824.00 1 

E. M. Schloss 

— 

— 

4,428.61 

Jack Schwartz 

15.55 

14.45 

2,058.46 

Joseph Smith 

— 

— * 

412.65 

Phil Stepper 

— 

— 

1,243.09 

Harry K. Stern 

— 

— 

302.29 

David R. Trattner 

1.09 

50.00 

168.00 

Harold 0. Trattner 

1.66 

383.09 

— 

John Waterfield 

3.80 

56.20 

704.08 

W. L. Wilkins 

.80 

9.20 

310.80 


I 

- - r 

$3,113.14 $57,189.80 

I 

I 


I 




i 


i 


$450.73 
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2400 Filed Mar 8 1946 

Plaintiffs’ Exhibit No. 60 
Copy 

Law Offices 

LEVIN, LEVIN and DILL 
Detroit 

i Sept. 27,1941. 

Mr. Edmund I. Kaufmann, ( 

702 H Street N. W., 

Washington, D. C. 

Dear Ed: 

' I have yonr letter of September 11th and the enclosures 
there referred to. Since the convention is now history, I 
hope you have had an opportunity of getting some rest. 

The information which you sent me is not adequate and 
I feel that I should have as soon as possible the following: 

1. A list of all persons who have borrowed money from 
General Associates Inc. or Kay Associates Inc. from the in¬ 
ception of both these companies to date, together with the 

* amount of such borrowings. 

2. A list of the original stockholders and all stock trans¬ 
fers, and the number of shares held by each of such stock¬ 
holders of each of the stores affiliated with Kay Associates 
Inc. 

3. The list of assets of General Associates Inc. at the time 
of the incorporation. Bob thought he had this information 
in his file but he has not been able to locate it. 

Would you be good enough to let me know when I may 
expect this information. As soon as I have received it and 
have had an opportunity to make a review I should like 
a meeting with you and Ed Schanfarber at a time and place 
convenient to you both. 

In the meantime, with kind regards, I am, 

Yours sincerely, 

TL/HN Theodore Levin 

(Signed) Spences Gordon 
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Plaintiffs* Exhibit No. 61 
Edmund I. Kaufmann 

. 

702 H Street, N. W. 

Washington, D. C. 

October 7, 1941 

Mr. Theodore Levin 
1250 Penobscot Building 
Detroit, Michigan 

Dear Ted: 

I wish to acknowledge your letter of September 27th. 

The information you are asking for is very broad and 
would mean that our records would have to be searched for 
over a period of years, and where it refers to the stores 
in some instances it would mean going back over a period of 
twenty years, besides having all their stock records for¬ 
warded to this office. 

If I knew the purpose back of your request for the in¬ 
formation you are seeking, we may be able to furnish what 
you actually need with considerably less work. Therefore 
if it is consistent with what you have in mind, will you be 
good enough to let me know the reasons prompting your in¬ 
vestigation. 

Regards, 

Yours sincerely, 

(Sgd.) Ed. 

EIK/H 

(Signed) Spences Gobdon 
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Plaintiffs’ Exhibit No. 62 
Law Offices 

LEVIN, LEVIN, GARVETT and DILL 
• 1250 Penobscot Bnilding 

Detroit 

Theodore Levin 
Saul R. Levin 
Bayre Levin 
Earlmont H. Dill 
Morris Garvett 
Nathan L. Milstein 
Alan J. Grossman 
David I. Rosin 
Jerome B. Grossman 

! Telephone 

Randolph 2550 


Cable 

“Legad” Detroit 
Oct. 9, 1941. 

Mr. Edmund L Kaufmann, 

702 H Street N. W., 

Washington, D. C. 


Dear EdI: 

I have your letter of October 7th. 

The purposes for which I desire to have the information 
requested of you are, firstly; to ascertain the relationship 
between E. M. Rosenthal Jewelry Co. and all affiliated com¬ 
panies. I would like to know the percentage of stock held 
by the sharesholders of the E. M. Rosenthal Jewelry Co. in 
all stores operated by the Kay Chain, and in line with this 
I would like to know the names of stockholders in all affili* 
ated stores who are not stockholders in the E. M. Rosenthal 
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Jewelry Co. It is my belief that the stockholders of the 
E. M. Rosenthal Jewelry Co. are entitled to have reasonable 
assurance that past or present operations have not deprived 
and subsequent operations will not deprive that company 
and its stockholders of such participation as they are en¬ 
titled to have in the business and profits of all the affiliated 
jewelry stores. 

Secondly; the statement has been made by you and Cecil 
that in line with the policy of the managers, stock in the 
stores in which the Rosenthals have no interest were dis¬ 
tributed to those who are active in the business, and that 
those not active in the business were not entitled to any 
stock and therefore did not receive any or an opportunity 
to purchase any. I believe that the Rosenthal interests have 
the right to be heard as to the correctness of this policy 
and, in any event, we would like to know who actually are 
such stockholders. 

Thirdly; loans have been made from the revolving fund 
to persons other than the Rosenthals. I do not suggest any 
criticism of the manner in which this was done—I do not 
know the facts, but I would like to have a list of all loans 
made so that I can intelligently discuss this matter with my 
clients and with you. 

The purpose of my asking for information con- 
2403 cerning General Associates, Inc. is because I would 
like to know what change there has been in the bene¬ 
fits accruing to all the original stockholders of this com¬ 
pany in the opening of new stores since the company has 
been dissolved. 

I have always been frank with you and the reasons which 
I here set out were communicated to you, to Joel and to Ed 
Schanfarber from time to time. I feel that there is abso¬ 
lutely no occasion for unpleasantness or misunderstanding. 
If what has been done is in accordance with the agreement 
and rights of all the parties, you may be sure that I will be 
happy to acknowledge this without delay but obviously I am 
in no position to form a final judgment on any aspect of the 
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matter until the facts are submitted. These facts ought to 
be available to us upon request. 

With kind regards, I am, 

Yours sincerely, 

Theodore Levin 

TL/HN 

(Signed) Spencer, Gordon 

2404 Filed Mar 8 1946 

Plaintiffs’ Exhibit No. 63 

Edmund L Kaufmann • 

702 H Street, N. W. 

Washington, D. C. 

October 14,1941 

Mr. Theodore Levin 
1250 Penobscot Building 
Detroit, Michigan 

Dear Ted: 

I wish to acknowledge your letter of October 9th, and 
after reading it very carefully we have decided to call a 
Special Meeting of the Directors and Stockholders of the 
E. M. Rosenthal Jewelry Company. 

In order that you may be completely acquainted with all 
necessary facts, may I not suggest that you come to Wash¬ 
ington long enough in advance of the meeting date to go 
over our books and records. You can, in this way, get all the 
information and data which you may not have, or wish to 
have. 

Regards, 

Yours sincerely, 

(Sgd.) Ed. 

EIK/H 

(Signed) Spencer Gordon 
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Plaintiffs’ Exhibit No. 64 


Edwin M. Rosenthal 
219 Michigan Avenue 
Detroit, Mich. 

May 11,1935 

Mr. E. L Kaufman ti 
H omer Building 
Washington, D. C. 

Dear Ed: 

Jnst received your letter and, of course, was glad to hear 
from you. It looks like now you will have to look after my 
interests more than ever. Just came back from the doctor 
and he is rather insistent that I take like very easy from 
here; do nothing exciting and more or less get out of every¬ 
thing. At his suggestion I am putting in my application 
now to take advantage of the disability clause in my insur¬ 
ance. The little attack that I had on the boat was what I 
thought it was and it just means that I will have to ease up 
considerably. 

Have been for the last three or four months trying to get 
my affairs in order as I felt this thing coming on for some 
time. My plans are to divide what I have with each of my 
children more or less and let them be the executive commit¬ 
tee, probably with Bob handling the major office. 

Am most anxious to discuss the whole thing with you and 
before I do anything am coming down East to go over my 
entire picture with you. 

Was over in Toledo and I have quite a problem there 
which I also want to discuss. 

Am awfully pleased with the thing that you are doing 
and am only sorry that I can’t be of considerable help in 
carrying out some of your thoughts but you know you have 
to have a disposition for that type of thing. 
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Glad Lillian is feeling better. Think what she has to do 
is about the same as I—just take it easy—and if she does 
that there won’t be much worry. 

Will write you again early next week. 

Regards. 

Sincerely, 

< Ed. 

EMR :MM 

(Signed) Spences Gordon 

Excerpt from Plaintiffs’ Exhibit No. 65 

(Letter, dated Sept. 20,1935, E. L Kanfmann to E. M. 

Rosenthal) 

2407 Joel, as you know, is in Reading and I would like 
very much to bring him to Washington. I am trying 
to work out a deal whereby Joel will have an interest in 
the Ross Company, and I am wondering whether you would 
be willing to sell him 30% of your holdings. Of course, I 
know you will, but I want to assure you in doing so that 
you will not suffer in price. 

Now pay no attention to business,—forget the fact that 
money means anything, and I will come to Florida early this 
year. I may come alone. 

Trusting that you are feeling better and with warm re¬ 
gards,! am, 

Yours sincerely, 

EIK/H ; ^ . 

(Signed) Spencer Gordon 
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Excerpts from Plaintiffs’ Exhibit No. 66 

(Letter, dated April 7, 1936, E. L Kaufmann to E. M. 

Rosenthal) 

2408 Regarding the property at 12th & G Sts., this city 
—I want to give you the facts and get your final re¬ 
action and wish regarding the matter. The property cost 
$160,000, $20,000 was paid in cash by General Associates, 
Inc., the remaining $140,000 being represented by a 5% 
mortgage. 

• ••••••••• 

2409 Personally, I think it would be a mistake for you 
to stay out, particularly so, since there is probability 

that we will open a jewelry store on the first floor, as we 
have no retail store in that part of the city, and the ques¬ 
tion may arise some day as to the propriety of individuals 
renting a building to a store that the Kay Associated Stores 
might want to open. 

• ••••••••• 

2512 Filed Mar 8 1946 

Excerpts from Defendant Kaufmann’s Exhibit No. 4 


Kay Jewelry Co.—Lawrence, Mass. 

3-2 

Kay Jewelry Co.—Malden, Mass. 

3-3 

Kay Jewelry Co.—New Bedford, Mass. 

3-4 

Kay Jewelry Co.—New Britain, Conn. 

3-5 

Kay Jewelry Co.—Atlanta, Ga. 

3-6 

“EL K. Mullins, Agent” 
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Cash received from General Associates, Inc.: 

For purchase of stock in stores $ 18,180.00 

For stockholder financed: 

On collateral notes $102,810.00 (2) 

On open account (S. 

Kanfmann) 6,300.00 (1) 

- 109,110.00 

For making advances to stores (Oct. 1936) 75,785.00 

- $203,075.00 (3) 

Cash collected from subscribers (Sept. 1936 to Jan. 1937), net 135,210.00 


$338^285.00 


Cash paid to stores (October, 1936): 

Kay Jewelry Co., Lawrence, Mass.: 

500 preferred at $100.00 ) 

2,500 common at $1.00 ) 

Kay Jewelry Co., Malden, Mass.: 

500 preferred at $100.00 ) 

2,500 common at $1.00 j 
Kay Jewelry Co., New Bedford, Mass.: 

500 preferred at $100.00 1 
2,500 common at $1.00 ) 

Kay Jewelry Co., New Britain, Conn.: 

400* preferred at $100.00 ) 

2,000* common at $1.00 J 
Kay Jewelry Co., Atlanta, Ga.: 

600 preferred at $100.00 ) 

3,000 common at $1.00 ) 

Cash repaid to General Associates, Inc. (Oct. 
1936 to Jan. 1937) 


42,000.00 

52,500.00 

52,500.00 


$52,500.00 


63,000.00 

- $262,500.00 

- 75,785.00 

$338,285.00 


(1) Open account paid April 10, 1937 at which time stock was issued. 

(2) General Associates, Inc. either collected these notes or distributed the un¬ 

paid balances at the time General Associates, Inc. was dissolved and 
liquidated. 

(3) During October, 1936 the period when the aforementioned advances were 

made. General Associates, Inc. borrowed money from the following: 


M. 6. Goldnamer 
Kay Associated Stores 
Kay Associated Insurance Fund 
E. M. Eosenthal Jewelry Co. 


$ 50,000.00 (A) 
125,000.00 (B) 
25,000.00 (C) 
100,000.00 (D) 


$300,000.00 


(A) $10,000.00 repaid in March, 1937 balance carried into fiscal year begin¬ 

ning July 1, 1937 (paid June, 1938). 

(B) Repaid in November, 1936 and January, 1937. 

(C) Repaid in January, 1937. 

(D) Repaid in October, 1936—therefore, probably not used to stores. 

The collections from other sources during October, 1936 were sufficient 

together with the $200,000.00 borrowed from others tha™ the E. M. 
Rosenthal Jewelry Co. to disburse the $203,075.00 advanced to H. K. 
Mullins, Agent. 
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2513 On June 30,1936, General Associates, Inc. had cash 
in banks of $12,746.25, of which $12,474.48 repre¬ 
sented the balance in the regular checking account main¬ 
tained in the Second National Bank. In addition to the j 
First Trust notes payable that specifically related to real 
estate located on F and G Streets in Washington, D. C., j 
General Associates, Inc. was indebted on regular notes pay¬ 
able in the amount of $103,500.00, of which $60,000.00 was 
payable to Mrs. Helen Goldnamer and $43,500.00 was pay¬ 
able to E. M. Rosenthal Jewelry Company. 

The foregoing is a brief summary of the more important 
items in current financial position of General Associates, 
Inc. at the balance sheet date prior to the organization of | 
the five jewelry corporations with stores located in Law¬ 
rence, Malden, New Bedford, New Britain and Atlanta. | 
General Associates, Inc. paid to H. K. Mullins, Agent, the \ 
sum of $203,075.00 in connection with the financing of the 
aforementioned stores as follows: 

October 14,1936_ $ 25,000.00 

October 14,1936.... 125,000.00 j 

October 16,1936_ 25,000.00 

October 21,1936 _ 28,075.00 

$203,075.00 

2514 The $203,075.00 obtained from General Associates, j 
Inc. was for the following purposes: 

For purchases of capital stock in the 
five jewelry corporations $18,180.00 

For financing stockholders of the five 
• jewelry corporations: 

On collateral notes 102,810.00 

On open account 6,300.00 


$127,290.00 
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The balance of 75,785.00 

was repaid to General Associates, Inc. 
as shown in-the following paragraph 


$203,075.00 

The balance of $75,785.00 was,repaid to General Asso¬ 


ciates, Inc. as follows: 

October 23,1936. $20,635.00 

October 28,1936. 28,250.00 

November 2,1936. 13,050.00 

November 13,1936. 2,320.00 

November 14,1936. 210.00 

November 18,1936. 865.00 

November 19,1936 . 5,030.00 

November 20,1936. 1,575.00 

■ November 21,1936 . 3,300.00 

January 15,1937. 550.00 


$75,785.00 

As indicated in the opening paragraph, General Asso¬ 
ciates, Inc. did not have sufficient funds to make the 
2515 payments aggregating $203,075.00 to H. K. Mullins, 
Agent, therefore it was necessary for them to borrow 
for that purpose. A review of the cash receipts and dis¬ 
bursement records of General Associates, Inc. disclosed the 
following transactions: 

(a) $2,000.00 of the cash balance was used 
on September 10, 1936, to reduce the note 
payable to E. M. Rosenthal Jewelry Com¬ 
pany, leaving an unpaid balance of $41,- 
500.00. 

(b) On September 26, 1936, $101,500.00 was 
received from E. M. Rosenthal Jewelry 
Company. 
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(c) On September 26, 1936, $101,500.00 was 
disbursed as follows: 

E. M. Rosenthal Jewelry 
Company $41,500.00 

Helen Goldnamer 60,000.00 

$101,500.00 

Note: These payments cleared the notes payable shown in 
the balance sheet at June 30, 1936, and left an 
amount owing to E. M. Rosenthal Jewelry Company 
of $101,500.00. 

(d) On October 14 and 15, 1936, there were 
the following receipts of cash by General 
Associates, Inc.: 

M. S. Goldnamer $ 25,000.00 

M. S. Goldnamer, agent, Kay 
Associated Stores 125,000.00 

E. M. Rosenthal Jewelry 
Company 100,000.00 

Kay Associated Insurance 
Fund 25,000.00 

$275,000.00 

(e) On October 14,15 and 16,1936, there were 
the following payments of cash by General 
Associates, Inc.: 

H. K. Mullins, Agent $ 25,000.00 

H. K. Mullins, Agent 125,000.00 

E. M. Rosenthal Jewelry- 
Company 101,500.00 

H. K. Mullins, Agent 25,000.00 

$276,500.00 

(f) During the last half of October, 1936, the 
following cash was received by General 
Associates, Inc.: 
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Kaufmann Furniture Co. $ 20,000.00 
Elm Corporation 1,875.00 

Fowler Furniture Co. 9,500.00 

Hadley Furniture Co. 5,000.00 

M. S. Goldnamer 25,000.00 

Hadley Furniture & Carpet Co. 10,000.00 
Lester K. Allman 10,000.00 

Jeanette Levi 10,000.00 

H. K. Mullins, Agent 48,885.00 


$140,260.00 

(g) During the last half of October, 1936, the 
following cash was paid by General Asso¬ 
ciates, Inc.: 


October 21—H. K. Mullins, Agent 
October 23—E. M. Rosenthal 
Jewelry Co. 

October 28—E. M. Rosenthal 
Jewelry Co. 

October 31—E. M. Rosenthal 
Jewelry Co. 


$ 28,075.00 
60,000.00 
30,000.00 
10,000.00 


$128,075.00 

Note: At October 31, 1936, General Associates, Inc., was 
, not indebted to E. M. Rosenthal Jewelry Company. 

2517 The cash records further disclosed that all of the 
aforementioned borrowings were repaid prior to the 

balance sheet of June 30, 1937, with the exception of $40,- 
000.00 owing to M. S. Goldnamer, which amount was shown 
in the balance sheet at that date. The payment of this 
amount was made at a later date. 

2518 Kay Jewelry Co.—York, Pa. 3-7 

Kay Jewelry Co.—Woonsocket, R. I. 3-8 

Whalen Jewelry Co.—Evansville, Ind. 4-1 


“M. S. Goldnamer, Special” 
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Cash collected from suberibers (Sept. 1937 to June, 1938) 
Cash received from General Associates, Inc. for stockholders 
financed (June, 1938) 

Cash borrowed from Elay Associated Insurance Fund for 
making advances to stores (Sept. 1937) 


$ 63,485.00 
42,935.00 (1) 
57,500.00 (2) 
$163,900.00 


Cash paid to stores: 

Kav Jewelry Co., York, Pa. (300 common at 

$100.00, Sept 1937) $30,000.00 

Elay Jewelry Co., Woonsocket, R I. (400 
common at $100.00, Sept 1937) 40,000.00 

Whalen Jewelry Co., Evanville, Lid. (400 com¬ 
mon at $100.00, June, 1938) 40,000.00 

- $110,000.00 

Cash repaid to Kay Associated Insurance Fund (June, 1938) 53,900.00 (2) 

$163,900.00 


(1) General Associates, Inc. either collected these notes or distributed the un¬ 

paid balances at the time General Associates, Inc. was dissolved and 
liquidated. 

(2) Kay Associated Inurance Fund was repaid in part by the “M. S. Gold- 

namer, Special ’ ’ account The balance ($3,600.00) was paid by S. Kauf- 
mn-TiTi on August 4, 1938. 


2520 Kay Jewelry Co.—Greensboro, N. C. 

‘‘General Associates, Inc.” 

Cash collected from subscribers (July to Nov. 1938) $16,923-00 

General Associates, Inc. paid out of its own funds: 

For purchase of stock in stores $ 808.00 

For stockholders financed on collateral notes 18,631.00 (1) 


19,439.00 (2) 


$36,360.00 


Cash paid to store (July, 1938): 
Debentures at $36,000.00) 

360 common at $1.00 ) 


$36,360.00 (3) 


(1) General Associates, Inc. either collected these notes or distrib ute d the tin- 

paid balance at the time General Associates, Inc. was dissolved and 
liquidated. 

(2) General Associates, Inc. borrowed $25,000.00 from E. M. Rosenthal Jew¬ 

elry Co. on July 22,1938 and repaid such amount on September 10, 1938. 

(3) In addition to the above, $4,040.00 was paid direct to the store by stock¬ 

holders (Lewis Bernstein, Agent) which made up the total capitaliza¬ 
tion of $40,400.00 (not confirmed in Washington, D. C.) consisting of 
debentures of $40,000.00 and 400 shares of common stock at $1.00 each. 
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Nash Jewelry Co.—Long Beach, Calif. 

Cash collections from subscribers handled on West Coast. 
No data available in Washington, D. C. except payment by 
General Associates, Inc. for six (6) shares of preferred 
stock and one hundred and eighty (180) shares of common 
stock at $10.00 a share ($1,860.00). 

55522 Kay Jewelry Co.—San Diego, Calif. 

“M. S. Goldnamer, Special” 


Cash collected from subscribers (July, 1939) $18,730.00 

E. L Kanfmann and M. S. Goldnamer, Agents for the liquida¬ 
tion of General Associates, Inc. paid cash to M. S. Gold- 
named, Special for stockholders financed on collateral 
notes 7,070.00 (1) 


Cash paid to store (July, 1939) : 

240 preferred at $100.00" 
1^200 common at $1.00 
600 voting at $1.00 


$25,800.00 


$25,800.00 (2) 


(1) E. L Kaufmann a»;d M. S. Goldnamer, agents for the liquidation of Gen¬ 

eral Associates, Inc. either collected these notes or distributed the un¬ 
paid balance at the time of the liquidation of General Associates, Inc. 

(2) In addition to the above, $38,200.00 was collected by the store direct 

which made up the total capitalization of $64,000.00 (not confirmed in 
Washington, D. C.) consisting of 600 shares of preferred stock at 
$100.00 each, 3,000 shares of common stock at $1.00 each and 1,000 
shares of voting stock at $1.00 each. 

No borrowing. 

2523 Kay Jewelry Co.—Chattanooga, Tenn. 

“M. S. Goldnamer, Special” 
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2525 Swope Jewelry Co.—Washington, D. C. 

“H. K. Mullins, Agent” 

Cash collections from subscribers (Nov. and Dec. 1939) 

Cash paid to store (Dec. 1939) 

“Kay Associates, Inc. ” 

Cash collections from subscribers (Jan. 1940) 


Elay Associates, Inc. paid out its own funds for stockholders 
financed on collateral notes 


Cash paid to store (Jan. 1940) 


$27,394.00 
$27,394.00 (1) 


$ 1,827.00 
32,204.00 (2) 


$34,031.00 . 
$34,031.00 (1) 


(1) Cash paid to store aggregated $61,425.00; the remaining authorized cap- | 

ital of $1,575.00 was unissued at the date the store commenced busi¬ 
ness; capitalization $60,000.00 of debentures and 3,000 shares of corn- 
stock at $1.00 each. J 

I 

(2) Kay Associates, Inc. either collected the notes or are currently collecting 

those having unpaid balances. 

No borrowing. 


2526 Kay Jewelry Co.—Sacramento, Calif. 


“H. K. Mullins, Agent” 

Cash collected from subscribers (July, 1939) $27,270.00 

Cash received from E. I. Kaufmann and M. S. Goldnamer, 
agents for stockholders financed on collateral notes (July, 

1939) 1,010lOO (1) 

$ 28^8040 


Cash paid to store (July, 1939): 

Debentures $28,000.00 ) 

280 common at $1.00 ) 


i 



(1) In addition to the above, E. I. Kaufmann and M. S. Goldnamer, agents 
for the liquidation of General Associates, Inc. paid $1,717.00 direct to 
the store for stockholders financed on collateral notes (July, 1939). 
Notes either collected or distributed at time of liquidation. 


(2) In addition to the above, stockholders paid $17,675.00 direct to the store 
making a total of $47,672.00 rood in capitalization. The remaining au¬ 
thorized capitalization of $2,828.00 was unissued at the date of the 
opening of this store. The total stock issued by the store consisted of 
472 shares of common stock at $1.00 each plus $47,200.00 of debentures. 

I 


No borrowing. 


1046 


2527 Kay Jewelry Co.—Knoxville, Tenn. 

“H. K. Mullins, Agent’’ 


Cash collections from subscribers (June and July, 1940) $19,920.00 

Cash received from Kay Associates, Inc. for stockholders 
financed on collateral notes 5,880.00 (2) 


$25,800.00 


Cash paid to store (July, 1940): 

240 “A” preferred at $100.00) 

600 “B” preferred at $1.00 \ $25,800.00 (1) 

1,200 common at $1.00 J m 


(1) la addition to the above, $38,200.00 was collected by the store direct 

which made up the total capitalization of $64,000.00 (not confirmed in 
Washington, D. C.) consisting of 600 shares of “A” preferred at 
$100.00 each, 1,000 shares of “B” preferred at $1.00 each and 3,000 
shares of common at $1.00 each. 

(2) Kay Associates, Inc. either collected the notes or are currently collecting 

those having unpaid balances. 


2528 Kay Jewelry Co.—Jacksonville, Fla. 

“M. S. Goldnamer, Special” 


Cash collected from subscribers (Aug. and Sept. 1940) 

Cash received from Kay Associates, Inc. for stockholders 
financed on collateral notes 


Cash paid to store (Sept. 1940): 
600 preferred at $100.00) 
3,000 common at $1.00 ) 


$45,790.00 

17,210.00 (1) 
$63,000.00 


$63,000.00 


(1) Kay Associates, Inc. either collected the notes or are currently collecting 
those having unpaid balances. 
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2529 Franc Jewelry Co.—Arlington, Va. 

“M. S. Goldnamer, Special” 


Cash collections from subscribers (Oct. and Nov. 1940) $106,007.79 

Cash received from Kay Associates, Inc. for stockholders 

financed on collateral notes 17,592J21 (1) 

$123,600.00 


Cash paid to Kay Bealty Co. of Jacksonville 

Cash paid to store: 

Debentures $60,000.00 ) 

3,000 common at $1.00 ) 


$ 60,600.00 

63,000.00 

$123,600.00 


(1) Elay Associates, Inc. either collected the notes or are currently collecting 
those having unpaid balances. 

No borrowing. 


2530 Kay Jewelry Co.—Buffalo, N. Y. 

“M. S. Goldnamer, Agent” 


Cash collections from subscribers (Oct. and Nov. 1941) 

Cash paid to store (Nov. 1941) (300 common at $100.00) 

No borrowing. 

No financing. 

Cash collections from subscribers (July to Sept. 1943) 

Cash paid to store (Sept. 1943): 

200 preferred at $100.00") 

60 “A” at $1.00 1 

340 “B” at $100.00 


$30,000.00 

$30,000.00 


$54,060.00 


$54,060.00 (1) 


(1) Represents additional capital at time of reorganization. 

No borrowing other than $500.00 advanced by Kaufmann-Goldnazner Co. 
for nominal capital pending final decision on new capitalization. 

No financing. 
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Defendant Kanfmann’s Exhibit No. 
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Excerpt from Defendant Kaufmann’s Exhibit No. 10 

(Letter, dated May 25, 1934, EL L Kaufmann to El M. 

Rosenthal) 

2544 Before closing I would like you to know that I ap¬ 
preciate your desire to have me associated with you 
in Florida. I to would like to come in, if for no other reason 
except that I want to be part of the things you do, the same 
as you want to be part of the things I do, and when we meet 
we will go over this thoroughly and determine what shall be 
done. 

My association of nearly twenty-five years with you has 
been one of pleasure and if I had it to do over again tomor¬ 
row, I would again choose you for a partner. 

With love to you and the dear ones, I am, 

Yours sincerely, 

EIK/H 

(Signed ( Spencer Gordon 


2552 Filed Mar 8 1946 

Defendant Kaufmann’s Exhibit No. 17 

August 2,1938 

Mr. Robert Newman 

c/o Finsterwald Furniture Co. 

219 Michigan Avenue 
Detroit, Michigan 

Dear Mr. Newman: 

Before leaving the city Mr. C. D. Kanfmann asked me to 
inform you of the opening of the new Kay Store in Greens¬ 
boro, North Carolina. The capitalization of this store is 
$40,400.00; and instead of issuing preferred stock as has 
been the usual custom, they are issuing bonds and the set-up 
is as follows: 
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400 $100.00 Ten-year, 6 % interest bearing Bonds 
400 shares Common Stock, no par value, at $1.00 per 
share. 

He asked that I advise you that an allotment has been 
set aside for Mr. Rosenthal and family as follows: 

20 $100.00 Ten-year, 6% interest bearing Bonds— 

$2,000.00 

20 shares Common Stock @ $1.00 each—20.00 

making a total amount of $2,020.00. 

Will you please advise in whose name or names these 
bonds and stocks should be issued, and at the same time send 
in check in the amount of $2,020.00 made payable to General 
Associates, Inc. 

I shall thank you to please let me hear from you at your 
earliest convenience. 

With kindest personal regards, I am, 

Sincerely yours, 

Hilda K. Mullins 

HKM/s " . 


2553 | Filed Mar 8 1946 

Defendant Kaufmann’s Exhibit No. 18 

Robert J. Newman 
Edwin M. Rosenthal 
219 Michigan Avenue 
Detroit, Mich. 

Aug. 4, 1938 

Miss Hilda K. Mullins 

t 

c/o General Associates, Inc. 

601 Thirteenth Street 
Washington, D. C. 

Dear Miss Mullins: 

In response to your letter of August 2nd, I am enclosing 
herewith check of the Elm Corporation payable to your 
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Company, in the amount of $2020.00, in purchase of $2,000 
6% Bonds and twenty shares Common Stock of the Kay 
Jewelry Company of Greensboro, N. C. 

Will you kindly have the bonds and stock issued in the 
name of The Elm Corporation, 219 Michigan Avenue, De¬ 
troit, Michigan, and when same are ready for delivery, 
kindly have them sent to me. 

Thanking you, and with best regards, I am. 

Sincerely yours, 

Robert J. Newman 

RJN:BM 

Enc.(l) 

• •••*••••• 

2566 Filed Mar 8 1946 

Defendant Kaufmann’s Exhibit No. 28 

Arthur Fertig & Company 
Retail Advisory Service 
Surveys-Audits-Systems 

1441 Broadway 
New York 

April 28, 1936 

Mr. E. I. Kaufmann 

E. M. Rosenthal Jewelry Co. 

Washington, D. C. 

Dear Mr. Kaufmann: j 

I have given considerable thought and attention to the 
question of incorporating the activities of the Kay Asso¬ 
ciated Store management service as well as the handling 
of the M. S. G. Reserve Fund. | 

You will recall we agreed that if these two activities could 
be incorporated, such a company could, in turn, give its cer¬ 
tificates of indebtedness or debentures to the individual cor¬ 
porations for the moneys advanced, thus clearing the rec- 
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ords on the other end insofar as the nature of the asset is 
concerned, and permitting it to be stated on the balance 
sheet as a current asset in the event T of the obligation coming 
due within a year’s time. There are other advantages which 
you, no doubt, are aware of. 

May I suggest that a Maryland corporation be formed 
inasmuch as the corporate powers in Washington are very 
much limited and such a company would not be able to func¬ 
tion very well with regard to lending or borrowing money, 
etc. However, this company can actively operate in Wash¬ 
ington, and as a result of such a move, will not be subject 
to any additional tax to speak of. The tax in the State of 
Maryland is moderate, and the main office of the company 
i could be located at the Kay Jewelry Co., and Mr. S. J. Ross 
could be made a minor officer and designated as a represen¬ 
tative of the company in the State of Maryland. 

May I suggest the use of the following names: 

Management and Supervision Co*, Inc. 

Kay Associated Management Co., Inc. 

Kay Associates, Inc. 

Any such name would do and I would suggest that you 
choose one. 

2567 ’The capital of the corporation I propose to be 500 
shares of $10.00 par value inasmuch as there is no 
need of paying in any substantial amount, and even this 
amount need not be paid in. 

There should be 4 active officers of the corporation desig¬ 
nated, namely, president, vice-president, secretary and 
treasurer, and perhaps an assistant secretary so that signa¬ 
tures may be had at all times for tax purposes, etc. 

The costs of incorporating the above company are nom¬ 
inal and including taxes, etc. I do not believe will come up 
beyond $75. 

If you should desire, I will be pleased to proceed by draw¬ 
ing up the charter for the purpose of filing with the Secre¬ 
tary of State, Maryland after I have received all of the 
above details from you. The by-laws of the corporation will 
be drawn up by me as well, and the entire matter submitted 
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to you. After this is done, all the records that have been 
carried on up to this date in a general way under the gen¬ 
eral heading of management and supervisory service and 
the M. S. G. Reserve Account, will be brought up to date. 

I am sending a copy of this letter to Mr. Goldnamer as I 
discussed the matter with him and desire to have him re¬ 
view it in the event he has any suggestions to make. 

I am still looking into the insurance matter and find that 
it has many ramifications which, as yet, I have been unable 
to have cleared up by a local attorney. I will advise you 
just as soon as I have some definite news to report to you. 

I believe that for the good of all concerned, it is advisable 
to bring the incorporation of this company about by June 
30th so that all records for the fiscal year ending that date 
may be brought in line by that date. 

Awaiting your early reply, I am, 

Arthur, Fkrtig & Company 
By AifcT H'tm Ferttg 

AF/SLR 

2568 Filed Mar 8 1946 

Defendant Kaufmann’s Exhibit No. 29 

Arthur Fertig & Company 
Retail Advisory Service 
Surveys-Audits-Systems 


1441 Broadway 
New York 

May 12, 1936 

Mrs. E. Hutton 

E. M. Rosenthal Jewelry Co. 

Washington, D. C. 

Dear Mrs. Hutton: 

Confirming our telephone conversation of today, will you 
please call to the attention of Messrs. Kaufmann and Gold- 
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namer, my correspondence under date of April 28th in which 
reference is made to the incorporation of the Kay admin¬ 
istrative fund and M. S. Goldnamer, Agent account. 

I have suggested a number of names which we have found 
are available in the State of Maryland for corporate pur¬ 
poses, and we would like your office to advise us of the offi¬ 
cers of the proposed new corporation. Just as soon as we 
receive this information, we can proceed with the incorpo¬ 
ration of the company as outlined in our letter of April 28th. 

The urgency of this situation is indicated in a recent ex¬ 
amination of the records of the Kay Jewelry Co.-Boston in 
which the Revenue Agent disallowed the entire amount 
($3600) of administrative expenses paid for the year. It is 
furthermore likely that disallowance of these expenditures 
will be made in all the Kay stores. 

I have until May 28th to file a brief’at Boston in this mat¬ 
ter, and suggest that by this time we be incorporated and set 
on a basis of taking over the present status of the admin¬ 
istrative fund and the M. S. Goldnamer reserve fund, so 
that I can prove to the Revenue Department that the han¬ 
dling of all of these funds is a necessary expenditure as well 
as deductible from a tax standpoint. 

I would very much appreciate your calling these matters 
to the attention of Mr. Kaufmann and Mr. Goldnamer so 
that action will be taken. 

Very truly yours, 

Arthur Febtig & Company 
By A. Febtig 


AF/SLR 
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2569 Filed Mar 8 1946 

Defendant Kaufmann’s Exhibit No. 30 

Arthur Fertig & Company 
Retail Advisory Service - 
Surveys- Audits-Systems 


1441 Broadway 
New York 

May 18,1936 

Mr. M. S. Goldnamer 
E. M. Rosenthal Jly. Co. 

Washington, D. C. 

Dear Mr. Goldnamer: j 

| 

Following our conversation of last Friday, as expressed 
to you, I have prepared a certificate of incorporation of Kay i 
Associates, Inc. The name, I think, should be acceptable 
inasmuch as it is general. 

As you know, the incorporators and the directors at the | 
first annual meeting which is usually held shortly after the 
certificate of incorporation is obtained, are only temporary 
at best. We will be prepared, shortly after the certificate is | 
received, to designate the directors for the first year as well 
as officers, and prepare the necessary by-laws. 

My purpose in designating C. D. Kaufmann, J. H. Levi i 
and S. J. Ross was to include one director resident in the 
State of Maryland, and 2 others who are disassociated with 
the E. M. Rosenthal Jewelry Co. . j 

My purpose, as expressed to you, in forming this company j 
is to incorporate the administrative activities of the fund | 
that is now being maintained for the purpose of furnishing j 
the Kay Associated Stores with administrative and execu r j 
tive advisory services. This, as you know, is necessary in 
order to substantiate the contributions of the various stores 
for Federal income tax purposes. 


i 


i 


*rj- 




1062 


You may, if you so desire at a later date, within the broad 
corporate provisions of the charter, include or assume any 
other activities such as the M. S. G. Reserve Account or any 
other such function that you may feel is worth while carry¬ 
ing on under a corporate name. For the time being, however, 
we would have accomplished our purpose from a tax angle 
as well as provide a vehicle for future use in the event of 
your deciding to tie the M. S. G. Reserve Fund operation 
into the administrative activity. 

Will you please have Messrs. C. D. Kaufmann, and J. H. 
Levi sign- on page 6 and forward to Mr. Ross at Baltimore, 
in duplicate, so that the notary public may take the acknowl¬ 
edgment of all 3. Please advise the signers to sign their com¬ 
plete names as indicated in the enclosed certificate. 
2570 We will advise Mr. Ross directly what to do after 
he receives the certificate of incorporation in dupli¬ 
cate, properly signed, from you. 

Will you please have these two copies accompanied by 
check for $36 payable to the State Tax Commission of Mary¬ 
land which Mr. Ross will use for the purpose of paying the 
incorporation fee. 

With kind regards, I am, 

Very truly yours, 

Arthur FeBTIG & COMPA NT 
By Arthur Febtig 


AF/SLR 

Enc. 


2571 


Filed Mar 8 1946 

Defendant Kanfmann’s Exhibit No. 31 


Arthur Fertig & Company 
Retail Advisory Service 
Surveys-Audits-Systems 

1441 Broadway 
New York 

June 27th, 1936. 

Miss Emma Hutton, 

Homer Building, 

601 - 13th Street, N. W. 

Washington, D. C. 

Dear Miss Hutton: 

I am enclosing herewith another resolution providing for 
the signing of checks by Mr. E. L Kaufmann, as president 
of Kay Associates, Inc. 

In the event you find it expedient to substitute or add 
another officer for the president, please advise and we will 
prepare the necessary resolutions. 

Very truly yours, 

A. Fertig 


AF :EAK 
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2572 Filed Mar 8 1946 

Defendant Eanfmann’s Exhibit No. 32 

Arthur Fertig & Company 
Retail Advisory Service 
Surveys-Audits-Systems 


1441 Broadway 
New York 

July 3rd, 1936. 

Mrs. Emma Hutton, 

Homer Building, 

601 - 13th Street, N. W. 

Washington, D. C. 

Dear Mrs. Hutton: 

In accordance with our conversation, I am enclosing here¬ 
with a copy of the resolution providing for the signing of 
checks by Mr. E. I. Kaufmann or Mr. Joel S. Kaufmann. 

I have made provision in the minutes of the hoard of di¬ 
rectors meetings for the election of Mr. Joel S. Kaufmann 
as assistant-treasurer of Kay Associates, Inc. 

Very truly yours, 

A. Fertig 


AF/DB 

If you have filed a resolution with the bank, please with¬ 
draw same and substitute the enclosed resolution, in its 
• place. 


t 
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Defendant Kanfmann’s Exhibit No. 33 

Arthur Fertig & Company 
Retail Advisory Service 
Surveys-Audits-Systems 

1441 Broadway 
New York 

June 18,1936 

Mrs. E. Hutton 

E. M. Rosenthal Jewelry Co. 

Washington, D. C. 

Dear Mrs. Hutton: 

Re: Kay Associates, Inc. 

A corporation has been formed under the name and title 
of Kay Associates, Inc. The administrative fund is to be 
handled by this corporation beginning with July 1, 1936. 
We have prepared the minutes of the opening meeting in j 
which the board of directors have designated the following i 
as officers: 

C. D. Kaufmann President 

J. H. Levi Vice President 

S. J. Ross Secretary | 

C. D. Kaufmann Treasurer [ 

! 

We are enclosing herewith copy of resolution required 
for the purpose of opening a bank account on July 1st so 
that whatever money is on hand in that fund may be trans¬ 
ferred as of that date. 

While the officers designated may prove to be temporary 
officers, the enclosed resolution calls for Mr. C. D. Kauf- 

' j 

mann’s signing checks as president or treasurer, and Mr. 
J. H. Levi as vice-president. I do not know what your pres-[ 
ent set up is with regard to signing of checks on the admin-! 
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istrative fund, but if you will advise me I will rearrange 
tie officers as well as the resolution calling for the proper 
officers who may sign such checks. 

We believe that arrangements for the proper signatures 
should be made with both Mr. E. I. Kaufmann and Mr. 
Goldnamer, and we would appreciate your advising us with 
regard thereto. 

Very truly yours, 

j 

Arthur Fertig & Company 
By A. Fertig 

AF/SLR 

Enc. ' ' ! 

2574 Filed Mar 8 1946 

Defendant Kaufmann’s Exhibit No. 34 

Special Meeting of Board of Directors of the 
Kay Jewelry Co. of Toledo, Inc. 

A special meeting of the Board of Directors of The Kay 
Jewery Co. of Toledo, Inc. called pursuant to the by-laws, 
was held on the 30th day of June 1936, at 346 Summit Street, 
Toledo, Ohio, at 3 P. M. 

The waiver of notice of the meeting signed by the Direc¬ 
tors was read and ordered annexed to the minutes hereof. 

The Chairman made reference to the resolution of the 
Board of Directors duly adopted on the 8th day of July, 
1933, wherein it was authorized to forward a specified sum 
of money each month to M. S. Goldnamer Agent-Kay Asso¬ 
ciated Stores. The Chairman then stated that the Board of 
Directors by informal action terminated the agency of M. S. 
Goldnamer and authorized him to forward, transmit and de¬ 
liver such funds and securities in his possession which he 
held for the account of this Company, to Kay Associates, 
Inc. as Agent. The Chairman then stated the purpose of 
• this meeting. 

Thereupon on motion duly made and seconded the follow¬ 
ing resolution was unanimously carried: 
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Resolved: 

A. That the acts of the Directors heretofore taken in¬ 
formally terminating the agency of M. S. Goldnamer pro¬ 
vided for under the resolution heretofore adopted by this 
Board, and their acts substituting in his place Kay Asso¬ 
ciates, Inc., be and they are hereby ratified, confirmed and 
approved. 

B. That the resolution heretofore adopted by this Board 
on the 8th day of July, 1933 be amended as follows: 

1. That Kay Associates, Inc. as agent be substituted in 
the place of M. S. Goldnamer as agent wherever in said 
resolution the name of M. S- Goldnamer appears. 

C. That except as amended herein, the said resolution 
shall apply with the same force and effect to Elay Asso¬ 
ciates, Inc. and the duties, liabilities, responsibilities, re¬ 
strictions, property rights, etc. set forth in said resolution 
shall continue and accrue to Kay Associates, Inc. and this 
Corporation. 

D. That said Kay Associates, Inc. shall issue such instru¬ 
ments or documents covering said deposits in such form as 
may be agreed upon between the officers of this Corporation 
and said Kay Associates, Inc. 

E. The officers of this Corporation are hereby authorized 
to do any and all acts necessary to fully carry out the provi¬ 
sions of this resolution. 

There being no further business to come before the meet¬ 
ing, it was thereupon adjourned. 

Edwin M. Rosenthal, 

Chairman. 

Robert Newman, 

Secretary. 
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2575 . Filed Mar 8 1946 

Defendant Kaufmann’s Exhibit No. 35 

Special Meeting of Board of Directors of the 
December 28,1938 

A special meeting of the board of directors of the Elay 
Jewelry Company of Toledo, Inc., was held at the office of 
the company, 344 Summit St., Toledo, 0., on the 28th day 
of December 1938 at 10 o’clock in the forenoon, pursuant 
to notice. 

The president of the company acted as chairman of the 
meeting. The secretary of the company acted as secretary 
thereof. 

The attention of the board of directors was called to the 
fact that the purpose of the meeting was to vote upon a 
contract of supervision dated December 27, 1938, received 
from Kay Associates, Inc., a Maryland corporation with its 
principal place of business in the city of Washington, Dis¬ 
trict of Columbia. 

The services to be rendered under this contract call for 
direction and supervision of the retail stores and rendering 
an advisory service of a merchandising, advertising and ex¬ 
ecutive nature, to be carried out by individuals skilled in 
rendering this kind of service to our type of business. 

The board of directors was advised that the introduction 
of an outside agency to formulate policy covering the vari¬ 
ous aspects of its business would be of material assistance 
in making the operations of the business profitable. 

Whereupon, on motion duly made, seconded and unani¬ 
mously carried, it was 

Resolved: That this corporation avail itself of the ser¬ 
vices of Kay Associates, Inc., and its employees in the re¬ 
spect mentioned in the offer of services heretofore referred 
to, and accept the contract of supervision, management and 
direction of its retail business upon the terms and condi¬ 
tions set forth in this offer, for a period of one year from 
January 1. 1939, upon the following conditions: Monthly 
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payments of $190.00 np to and including the month of June, 
payment to be made in advance between the 1st and 10th of 
the month, and terms and conditions to be arranged for 
the balance of the year subject to the approval of the board 
of directors. 

The secretary of the corporation was instructed to notify 
Kay Associates, Inc. of the acceptance of its offer as indi¬ 
cated above. 

There being no further business for the attention of the 
meeting, it was thereupon adjourned. 

Edwin M. Rosenthal, 

Chairman. 

Robert Newman, 

Secretary . 

We, the undersigned, being all of the directors of the 

hereby concur in, approve and ratify the 
above meeting and minutes with reference thereto. 

Edwin M. Rosenthal Robert J. Newman 

Ester L. Rosenthal Berne D. Friedman 

Sigmund Sanger 


2636 Filed Mar 8 1946 

Defendant Kaufmann’s Exhibit No. 44 

Kay Jewelry Stores 
Coast to Coast 

Executive Homer Building 

Offices Washington, D. C. 

February 18,1937 j 

Dear Boys, j 

After much consideration, we have come to the conclusion 
that one of the greatest necessities of our business has been 
over-looked to date. 
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Just as in the construction of any building, it is necessary 
to have a durable foundation and a corner stone, so do we 
believe it is necessary in order to perpetuate the business 
of Kay over a span of years, to have a durable, intelligent 
and logical premise upon which to proceed. 

Heretofore, all stores have functioned entirely within the 
good discretion of its particular manager and in some in¬ 
stances, influenced by its supervisor. Therefore, after care¬ 
ful study and much discussion, we have compiled the at¬ 
tached list of policies that are to be the premise and the 
corner-stone upon which the conduct of our business is to 
be predicated. 

From time to time these policies will be changed, deleted, 
or added to, according to the requirement that has arisen. 
We ask that you read and study them carefully and make 
all of your employees conversant with each one of these 
policies. In fact, we believe it a good reason to hold a store 
meeting and to thus imbue all employed—not only with the 
proper understanding of them, but their correct interpreta¬ 
tion. 

We suggest that you not lose the attached and that you 
keep it somewhere where it can be referred to from time 
to time. Many of these policies will make good window 
institutional cards and can also be used in your store inte¬ 
rior. You may find it possible on numerous occasions, to 
convince a customer by showing him these basic policies re¬ 
garding the conduct of your business. We ask there be 
no deviations from these policies for we assure you again 
that as time passes and any of them or all of them do not 
become befitting to the proper conduct of your business, that 
we shall be more than happy to take the matter under ad¬ 
visement and change it so that it will become timely and 
that it will properly encompass the situation at hand. 

In the event that any of these policies conflict with the 
present conduct of your business, I ask that you immediately 
get in touch with me, referring to the policy that is objec¬ 
tionable. I ask that you keep in mind however, that we have 
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created these policies for the greater good for the greatest 
number. We feel that those stores who are not complying 
with them all at this particular time, will be better off in a 
period of time as a result of their intelligent application and 
compliance. 

With all best wishes. 

Sincerely, 

C. D. Kautmann 

CDK:R. 

EncL 

2638 Filed Mar 8 1946 

Defendant Kaufxnann’s Exhibit No. 46 

Special Meeting of Board of Directors of the 
E. M. Rosenthal Jewelry Co.—Washington, D. C. 

December 28,1937 

A special meeting of the board of directors of. the E. M. 
Rosenthal Jewelry Co. was held at the office of the company, 
60113th Street, N. W., Washington, D. C., on the 28th day 
of December 1937 at 2 o’clock in the afternoon, pursuant 
to notice. 

The president of the company acted as chairman of the 
meeting. The secretary of the company acted as secretary 
thereof. 

The attention of the board of directors was called to the 
fact that the purpose of the meeting was to vote upon a con¬ 
tract of supervision dated December 27,1937, received from 
General Associates, Inc., a Delaware corporation with its 
principal place of business in the city of Washington, Dis¬ 
trict of Columbia. 

The services to be rendered under this contract call for 
the rendering of an advisory service of a merchandising and 
executive nature to be carried out by individuals skilled in 
rendering this kind of service to our type of business. 
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The board of directors was advised that the introduction, 
of an outside .agency, to formulate .policy covering the vari¬ 
ous aspects of its business would be . of material assistance 
in making.the operations: of the business.profitable... 

Whereupon, on motion duly made, seconded and..unani¬ 
mously carried, it was 

Resolved: That this corporation avail itself of the ser¬ 
vices of General Associates-,' Inc., and its employees in the 
respect mentioned in:, the^ offer of services heretofore re-* 
ferred to, and accept the contract of advisory service of a 
merchandising and executive nature upon the terms and 
conditions set forth in this offer, for a period of 9 months 
from January 1, 1938" to September 30, 1938, upon the fol- - 
lowing conditions: Monthly payment of $1,866.67 up to 
and including_the month of September* payment to be made 
in advance between the 1st and 10th of the month, and 
terms and conditions to be arranged for the balance of the 
year subjeet to the approval of the board of directors. c 

The secretary of the ; corporatk>n was instructed to notify 
General Associates, Inc. of the acceptance of. its offer as in¬ 
dicated above.. 

There, being no further business for the attention of the . 
meeting, it was thereupon adjourned. 

E. L Kaufmann, 

Chairman 


M. S. Golds'ames, 
Secretary 
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2639 We, the undersigned, being all of the directors of 
the E. M. Bosenthal Jewelry Company, hereby con¬ 
cur in, approve and ratify the above meeting and minutes 
with reference thereto. 

E. L Kaufmann, _ 

Director 

EdwinM. Bosenthal 
.Director 

M. S. Goldnameb 
Director 

Saul Kaufmann, 

Director 

2640 Piled Mar 8 1946 
Defendant Kaufmann’s Exhibit No. 47 

Special Meeting of the Board of Directors of the 
E. M. Bosenthal Jewelry Company. 

A special meeting of the Board of Directors of the E. M. 
Bosenthal Jewelry Company, was held in the offices of the 
Company, 601 Thirteenth Street, Northwest, Washington, 
D. C., on the 28th of December, 1938, at 2 :00 P. M., called 
pursuant to notice. 

Present: All of the members of the Board of.Directors 
in person. 

The President of the Company presided and the Secre¬ 
tary recorded the minutes of the meeting. 

It was reported that the purpose of the meeting'was to 
consider the offer of Kay Associates, Inc., a Maryland Cor¬ 
poration, with principal office in the District of Columbia, 
dated the 27th day of December, 1938, whereby the Kay 
Associates, Inc., agreed to render advice on merchandise 
handled by this corporation, as well as other services, for 
a monthly compensation of . $1866.67 per month, said ser¬ 
vices to be carried out. by persons skilled in rendering the 
same and that it was believed that the introduction of an 
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outside agency for this would be of material assistance, 
both from an efficiency as well as financial point of view. 

Whereupon, upon motion duly made, seconded and 
passed, it was 

Resolved, that this corporation avail itself of the services 
of Kay Associates, Inc., and its employees and accept the 
offer as set forth in the letter dated December 27,1938 from 
Kay Associates, Inc., to E. M. Rosenthal Jewelry Company, 
for a period of six months, commencing January 1, 1939, 
at a compensation of $1866.67 per month, to be paid in ad¬ 
vance between the 1st and 10th of each month during said 
term, and that terms and conditions be arranged for this 
service for the balance of the calendar year 1939 by the 
executive officers. 

The Secretary of the corporation was instructed to notify 
the Kay Associates of the acceptance of the offer contained 
in the letter dated December 27, 1938 from the said Kay 
Associates, Inc., to E. M. Rosenthal Jewelry Company. 

There being no further business for the attention of the 
meeting, the same adjourned at 4:00 P. M. 

E. I. Katjfmann, 

Chairman, 

Attest: 

. . . t 

M. S. Goldnameb, 

Secretary ' 

We, the undersigned, being all of the Directors of E. M. 
Rosenthal Jewelry Company, do hereby concur in, 
2641 approve and ratify the above meeting and the min¬ 
utes with reference thereto, as well as all the actions 
therein set forth and waive the requirement of the service 
of any previous notice of said meeting. 

E. L Kaukmann, 

M. S. Goldnameb 
C. D. Katjfmann 
E. M. Rosenthal 
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Defendant Goldnamer’s Exhibit No. 1 

Filed May 6 1946 

Notice of Special Meeting of Stockholders of the E. M. 

Rosenthal Jewelry Company 

Washington, D. C., December 28,1944 

Dear Stockholder: 

I 

A Special Meeting of the stockholders of the E. M. Ros¬ 
enthal Jewelry Company will be held at the offices of the 
corporation, at 702 H Street, N. W., Washington, D. C., on 
Wednesday, January 10, 1945, at 10:30 A. M. to consider 
and vote upon the following proposals: 

(1) To set aside from the earnings or surplus of this cor¬ 
poration, and to be specially earmarked for such purpose, 
the sum of $75,000.00 to be used to reimburse officers and di¬ 
rectors of this corporation, whether now holding office or 
formerly holding, such office, for legal fees and expenses in¬ 
curred by such officers and directors in successfully defend¬ 
ing any pending or future law or equitable proceedings in¬ 
volving actions by them in such capacity. 

(2) To set aside from the earnings or surplus of this cor¬ 
poration, the sum of $20,000.00, and to be specially ear¬ 
marked for such purpose, to be used to pay accountant fees 
and expenses incurred by officers and directors of this cor¬ 
poration, whether now holding office, or formerly holding 
such office, in successfully defending any pending or future 
law or equitable proceedings involving actions by them in 
such capacity. 

(3) To pay to Edmund L Kaufmann, for services as pres¬ 
ident of the E. M. Rosenthal Jewelry Company, the sum of 
$50,000.00 per annum, retroactive to May 1,1944, subject to 
approval by the Wage Stabilization Board, Treasury De¬ 
partment. 

(4) To pay to Lester K. Allman, for services as Secre¬ 
tary-Treasurer of this corporation, the sum of $10,000.00 
per annum, retroactive to May 1, 1944, subject to approval 
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by the Wage Stabilization Board, Treasury Department, 
and a like sum to such other person who may hereafter be 
elected to such office, until further action of the stockholders 
of this corporation. 

(5) To set aside from the earning of this corporation, 
for the fiscal year July 1,1944 to June 30,1945, and for the 
fiscal year July 1, 1945 to June 30, 1946, the sum of $100,- 
000.00 each, as a special fund for post’war developments 
and activities of this corporation, and. to. be' specially .ear¬ 
marked for such purpose. 

(6) To pay over to one or more national or local char¬ 
itable organizations* approved by the majority of the stock¬ 
holders, the sum of $15,000.00 from earnings of this corpora¬ 
tion for the fiscal year July. 1,. 1944 to June 30,1945. 

(7) To pay to all directors traveling and other expenses 
incurred by them in attending regular and special meetings 
of the Board of Directors. 

(8) To transact such other-business, incidental to the 
foregoing proposals, as my properly come before such meet¬ 
ing. 

Very truly yours, 

E.X KiUTMANN, 

President . 




REPLY BRIEF FOR THE ELM CORPORATION 
AND EDWIN M. ROSENTHAL, APPELLANTS 
IN No. 9236, APPELLEES IN Nos. 9237-9238. 


IN THE 

United States Court of Appeals 

District of Columbia. 


No. 9236 

The Elm Corporation, et al., Appellants , 

v. 

E. M. Rosenthal Jewelry Company, et al.. 

Appellees. 

NoT9237 

Edmund I. Kaufmann, et al. Appellants. 

v. 

The Elm Corporation, et al.. Appellees. 

No79238 

Marcus S. Goldnamer, et al.. Appellants, 

v. 

The Elm Corporation, et al.. Appellees. 
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Is this a case of 

one wholesale and sixty “separate,” “distinct,” unrelated retail 
corporations, as claimed in Kaufmann’s brief, 

or 

“one large family” “banded together” as a single, integrated 
jewelry business under unified control and management, ad¬ 
vertised under one trade name, financed by one “pot of money” 
functioning as one corporation? 



The Kaufmanns in their brief virtually plant their 
whole case upon the proposition that— 

“The basic fact in this case is that there are sixty 
distinct corporations which operate retail stores, 
and that the E. M. Rosenthal Jewelry Company is 
another distinct corporation. Each of these cor¬ 
porations has its own business and its own stock¬ 
holders.” (K. 17 ) # 

Thus, Kaufmanns assert as their “basic” premise in this 
case that the Rosenthal Jewelry Company and the sixty 
Kay retail corporations are “distinct,’’ “separate,” iso¬ 
lated, non-integrated, unrelated corporations “each with 
its own business and its own stockholders.” (K. 17) 

Similarly, in his closing argument in the lower Court, 
Kaufmanns ’ counsel emphasized “When we say they are 
separate corporations we are on firm ground” (889), and 
repeats the phrase in his brief (K. 18), and the lower 
Court adopted this erroneous theory (116-117). Kauf¬ 
manns ’ counsel thus realizes that he is not on firm ground 
to argue that there was no “plan” of the five founders for 
(a) new retail stores as a joint venture of the five or as a 
corporate opportunity for the Rosenthal Company and (b) 
for control of the retail stores in order to assure to the 
Rosenthal Company “control of the buying policy” of 
the stores, if the Court should agree with Elm that the 
entire jewelry business was operated as a single, nation¬ 
wide enterprise. 

This so-called “basic fact in this case”, which Kauf¬ 
manns ’ counsel think is essential to the Kaufmanns’ 
case—that each corporation was “separate,” “distinct,” 
isolated, non-integrated and unrelated— is disproved by 
Kaufmann’s own admissions, by Goldnamer, the next key 
executive in the organization, and by a mass of other 
uncontroverted evidence in this case. 

*For brevity, pages of Kaufmann’s brief will be indicated by “K” and 
of Elm’s main brief by “E". Numbers in parentheses, without such desig¬ 
nations, refer to pages of the printed Joint Appendix. 



The Corporations were Operated as a Single Interdependent, 
Integrated Enterprise out of “One Pot of Money* with “a 
Community of Interest Between the Rosenthal Jewelry 
Company and the Stores.”—“One Large Family ... Banded 
Together ... Corporations ... able to Manage and Function 
as Though it were ONE CORPORATION.” (552-3) 

(•) One Enterprise Admitted by Kanfmao. 

Despite an abundance of uncontroverted proof to the 
contrary, Kaufmann’s counsel claim that the retail cor¬ 
porations and the Rosenthal Company were “separate” 
and “distinct” each with “its own business”—unrelated, 
non-in tegrated. Yet how did Kaufmann himself testify in 
his deposition? 

Kanfmann, on cross-examination, readily admitted: 

“I have always considered our Kay Group . ... 
as one large family who are banded together by rea¬ 
son of having been given an opportunity of making I 
an investment in a successful group of stores; and it i 
has been the mystery—I shouldn’t say the mystery, 
but it has been astonishing how a large group of men, 
that I know that onr stores—all separate and sov- j 
ereign identities—that is separate corporations, | 
have been able to manage and function as though 
it were one corporation. That was brought about 
in the early years by me. And then in the last five 
or six years it has been carried on by Cedi There 
is a mutual understanding between what I call the 
Kay group, or these managers who meet I think a ! 
couple of times a year to discuss their affairs, and j 
exchange views; there is a community of interest 
between the Rosenthal Jewelry Company and the I 
stores .” (352-3). 

This is what Kaufmann said in his deposition before 
trialy which was read into the record. Apparently this 
was before he awakened to the full import and effect of 
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what he was saying and the nullifying effect it might have 
on the technical and legalistic defense of “separate” and 
“distinct” corporations, later asserted by his counsel. 

Kaufmann said then and we say that the “Kay 
group” is “one large family” who are “banded to¬ 
gether” “having been given an opportunity of making 
an investment in a successful group of stores.” 

Kaufmann said and we say that although “our stores 
are all (technically 1 ) separate and sovereign corpora¬ 
tions” nevertheless these “corporations have been able 
to manage and function as though it were ONE COR¬ 
PORATION.” 

To serve his present purpose, Kaufmann cannot im¬ 
peach what he said then under oath. Kaufmann cannot 
isolate and separate into one and sixty “separate” and 
“distinct” corporations, each with “its own business” 
what he said under oath were “corporations (which) have 
been able to manage and function as though it were ONE 
CORPORATION.” 

Nor can Kaufmann say that the operations of the 
retail stores and the Rosenthal Jewelry Company were 
“separate,” “distinct,” unrelated and non-integrated, 
when he admitted on the witness stand that “there is a 
community of interest between the Rosenthal Company 
and the stores.” 


(b) “It was one pot of money ... I never stopped to think whether I was am 
officer of the wholesale or retail, one way or the other ... when we had a 
job to do, we went ahead and did it" 

Goldnamer, Kaufmann’s right hand man and one of 
the founders, also testified: 

“It was one pot of money. We all had a pot of 
money and if there was something to be done we 
did it.” (208) 


1 Technically, to avoid qualifying in every state, for tax reasons and to limit 
the liability of each store operation, if possible. See our first brief, Page 10. 


“I and everybody else considered this one bunch 
of money and we didn't stop to consider where or 
how we were going to do it. It was a job to be 
done. It was all under the direction of the Rosen¬ 
thal Jewelry Company or Mr. Kanfmann and my¬ 
self as the Rosenthal Jewelry Company heads or 
executives, and we went ahead and did whatever 
there was to be done , but up until the time of this 
lawsuit nobody ever thought about who they were 
working for or in what capacity or anything else. 
We wanted to make money two ways and we pro¬ 
ceeded as best we knew how without any thought 
whether it was Tom, Dick or Harry.” (239) 

And again, on cross-examination by Kanfmann’s attorney, 
Goldnamer said: 

“The point I was trying to make clear was that 
in the carrying out of my duties 1 never stopped to 
think whether I was an officer of the wholesale or 
retail, one way or the other. I didn’t do something 
for the store because I was president or vice presi¬ 
dent of the store. I did it because I thought it 
should be done for the organization and that I was 
qualified to do it.” (584) 

Kanfmann, too, admitted that he was acting in all 
capacities for the Rosenthal Jewelry Company and the 
retail stores, wholesale and retail, all rolled into one. He 
admitted on cross-examination that he could not tell when 
he was acting in one capacity and when he was acting in 
another capacity. When asked whether or not he was acting 
solely on behalf of the Rosenthal Jewelry Company, the 
wholesale company, when he was dealing with retail stores 
of which he was also the executive head, he replied— 

“I wouldn’t know whether you would say that I 
was doing that in the capacity of being president 
of the Rosenthal Jewelry Company or not ... I 
wouldn’t know.” (744-5) 


And again Kanfmann admitted— 

“Q. Can you differentiate between what you did 
for Rosenthal Jewelry for that salary , and Kay Asso¬ 
ciates for that salary? 

i ‘A. Same answer as before: I just can't; it would 
be impossible." (749) 

When asked whether he traveled as an officer of the 
wholesale company or the retail stores, Kanfmann replied: 

“I might have traveled for the Rosenthal Jewelry 
Company much more than I did for the retail stores, 
bnt it might be vice versa. I can't tell." (759) 

Then Kanfmann began to realize that his claim that he 
was acting in many “distinct,” “separate” and unrelated 
capacities was becoming extremely awkward. He said to 
counsel for the Plaintiff— 

“Yon place considerable stress on the fact I 
was president of the Rosenthal Jewelry Company 
and I was president of a good many stores.” (760-1) 

It is extremely awkward for Kanfmann to attempt to 
assert such a preposterous position. It reminds ns of 
the Pooh-Bah of Gilbert & Sullivan’s “Mikado” where 
Pooh-Bah attempted to act for the Emperor in virtually 
every governmental capacity until he realized that he 
could not keep his activities “separate” and “distinct,” 
which led his Emperor to say: 

“That’s extremely awkward!" 2 

2 Pooh-Bah, of The Mikado, said: 

“Pooh-Bah, It is consequently my degrading duty to serve this upstart 
as First Lord of the Treasury, Lord Chief Justice, Cotnmander-in-Chief, 
Lord High Admiral, Master of the Buckhounds, Groom of the Back 
Stairs, Archbishop of Titipu, and Lord Mayor, both acting and elect, 
all rolled into one. And at a salary! A Pooh-Bah paid for his services! 
I a salaried minion 1 But I do it I It revolts me, but I do it 1” 

Ko-Ko, the Emperor, arrived at his Palace in the Town of Titipu and 
wished to consult Pooh-Bah about the amount the Emperor should spend for 
his approaching marriage festivities. Pooh-Bah replied: 

“Certainly. In which of my capacitiesT As First Lord of the Treasury, 
Lord Chamberlain, Attorney-General, Chancellor of the Exchequer, Privy 
Purse, or Private Secretary?" 
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(e) ‘‘Kaufman was . . . the head both of die retail force and the wholesale 
company ...” “he was the man in authority and directed all activities in 
the wholesale business and the retail stores.” 

E. I. Kaufmann was the controlling operating head of 
the Rosenthal Jewelry Company and every retail store 
in the Kay system. He was the final word. He made the 
final decisions. He ran the show. And this is not a subject 
open to controversy or dispnte. 

Counsel for Mr. Kaufmann was obliged to admit— 

“Mr. Gordon. Mr. Kaufmann was the practical 
head or whole thing both of the retail force and the 
wholesale company.” (266) 

The Trial Court observed— 

“The Court. He was the man in authority and 
directed all activities of the wholesale business and 
all the retail stores. 

“Mr. Gordon. That is right. 

“The Court. Nothing was done without his con¬ 
sent, and he told all of the others when, where and 
what to do except he and Mr. Goldnamer worked 
together. (267) 

“Mr. Gordon. Mr. E. I. Kaufmann had the last 
word about everything.” (283) 

Kaufmann throughout the entire period was an officer 
and director of each and every retail store (735) as well 
as president, director and controlling head of the Rosen¬ 
thal Jewelry Company (see 965-966, 975-6). 

Goldnamer was Kaufmann’s right hand man next in 
authority. Throughout the period beginning in 1923 when 
the Rosenthal Company was organized, he was not only 
a stockholder, but its active manager (588) and from 1931 


Pooh-Bah—like Kaufmann, acting in all capacities "rolled into one ”—tried 
to make it appear to the Emperor, as Kaufmann is trying to make it appear to 
this Court, that in each capacity his actions were “distinct,” “separate,” and 
unrelated. 

And, the Emperor, Ko-Ko, realizing how ludicrous this was, exclaimed: 

“That's extremely awkward!" 
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to 1943, he was a director (966) and Secretary-Treasurer 
(976) of the wholesale company. During the period from 
1923 to 1943, he was also President, or Vice President, 
and a director of most of the retail corporations (205, 
966, 976). 


(d) One salary’ to Kaufmann and Goldnamer lor services to both the wholesale 
and retail companies—paid only by the Rosenthal Jewelry Company, and 
none by any of the sixty retail corporations. 

Kaufmann, aided by Goldnamer * 4 directed all the activ¬ 
ities of the wholesale business and all the retail stores”. 
Although Kaufmann and Goldnamer supervised the re¬ 
tail stores completely and performed innumerable services 
for the retail stores for twenty-three years, their salaries 
were paid entirely by the Rosenthal Company, with a 
single exception when Goldnamer for a few years was 
paid a part of his salary by the Kay Store of Washington, 
of which he was originally the manager. With this excep¬ 
tion, the retail stores paid none of Kaufmann’s or Gold¬ 
namer’s salaries (Goldnamer, 208-209, Kaufmann, 748). 

(e) Kaufmann and Goldnamer appointed the officers and directors of each retail 
store—no corporate meetings or elections were held. 

Goldnamer testified, and it is not disputed, that— 

“The officers and directors of the retail stores 
were appointed informally. Mr. Kaufmann and 7, 
after the first few stores, would sit down and decide 
who would be president, who would be vice-presi¬ 
dent, and the manager was generally made secretary 
or treasurer, and we would decide who was going 
to be directors; and later on, sometimes a month or 
six months or a year, when the auditors got around 
to it, or the person who was to draw up the minutes, 
then the minutes would be drawn, showing that those 
people were elected. There was no elections held at 
the time of—any time, and nobody knew. The 
directors sometimes were sent minutes to sign six 
months after they were appointed, and their first 
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cognizance of being a director was when they were 
asked to sign.” (284-285) 

To like effect, see testimony of store supervisor Gold¬ 
man, a witness for defendants, who said: 

“I received the customary minutes apprising me 
I was president.” (831) 

Kaufmann and Goldnamer, and not the directors of 

each corporation, selected the managers (283). 

' 

(f) There were no “separate” and “distinct” meetings of stockholders or direc¬ 
tors of the sixty retail corporations. Identical minntes were prepared in 
accordance with instructions from die executives in Washington and sent to 
the directors and officers for signature later. 

There were no separate meetings of stockholders and 
directors of the sixty retail corporations, ‘‘distinct” and 
“separate” (182). Mimeographed minutes of meetings, 
identical in form and substance, supposedly held in dif¬ 
ferent cities “from coast to coast” at identical hours , at 
which many of the same stockholders and directors sup- 
posedly attended, were directed to be prepared at Wash¬ 
ington by either Kaufmann or Goldnamer. 

Counsel for Kaufmann was obliged— 

“. . . to admit that it was the general practice in 
all of these companies to have the minutes pre¬ 
pared at one period by Fertig and Company, 3 and 
at a later period by Mr. Hirshman, 3 and those min¬ 
utes . . . were sent around to all ... to be signed. 
That is the way it was done.” (182) 

See copies of minutes (928 to 963). 

The other stockholders and directors of the retail stores 
were not consulted. Kaufmann and Goldnamer, the con¬ 
trolling executives of both the Rosenthal Jewelry Com¬ 
pany and the retail stores, decided solely and exclusively 
what action should and should not be taken by the stock- 

3 Fertig and Company were the auditors for both the wholesale and retail 
corporations. Hirshman is attorney for both the wholesale and retail corpora¬ 
tions. 
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holders and directors of each of the sixty so-called re¬ 
tail corporations. 

Such method of operation does not bespeak “separate,” 
“distinct,” unrelated and non-integrated corporations. 

(g) Kaufmans and Goldnamer, and not die directors of the sixty retail stores, 

decided when and how much dividends should be paid. 

Goldnamer testified, and Kaufmann did not dispute the 
fact, that when dividends were declared by retail stores, 
Kaufmann and he decided at Washington when and how 
much dividends to declare and pay, after consulting with 
the auditors. The directors and officers of each of the 
retail corporations were not consulted nor did they join 
in making the decision. Goldnamer said that it was the— 

“. . . uniform practice to pay the dividend out 
first and send out the minutes to be signed by the 
directors after the dividends had been paid out.” 
(598-9; see also 266) 

Such action does not indicate sixty “distinct,” “sep¬ 
arate,” unrelated and non-integrated corporations. 


(h) Financing of the whole business was done as one unit—funds were used 
inter chan g e abl y wh olesale to retail, retail to wholesale. 

This is best put by Goldnamer, who said: 

“Q. Now I would like for you to tell, or deal 
with the actual facts in connection with the opera¬ 
tion of the so-called wholesale and so-called retail 
end of this entire business enterprise as one unit, 
in connection with first the matter of financing , to 
what extent was the money of the various corpora¬ 
tions used interchangeably f 
“A. Frankly, we used it interchangeably when¬ 
ever we deemed it necessary to any extent we 
thought it was necessary. 
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I might say to cut it short that I never paid any 
attention to whose money was being used, and I 
don’t think Mr. Kaufmann did. We had a job to 
do and we did it. If we got in a spot with the retail 
end of the business and they needed money, we 
would help them out and if the wholesale end 
needed money , why the store end of the business 
would help them out.” (591-2) 

This was not disputed by Kaufmann. The auditors’ 
schedules admitted in evidence 4 (925-927) show con¬ 
clusively that the financing was done one for all and all 
for one and not on a basis of one and sixty “distinct,” 
“separate,” non-integrated and unrelated corporations. 

(i) Rosenthal Company did all baying for ail retail stores—there was no 
buying by sixty “separate” corporations. 

It is undisputed that for upwards of twenty-three years ! 
the Rosenthal Jewelry Company has purchased the mer- j 
chandise for all the retail stores for which it was paid a I 
10% service charge. It was the buying agent for the re¬ 
tail stores (198, 441-2). In fact, these charges constituted | 
the sole and principal income of the Rosenthal Company I 
(628, 676-679, 1049). The buying was not done by sixty j 
“distinct,” “separate,” non-integrated and unrelated re- | 
tail corporations. 

By Kaufmann’s own testimony (701) and by the admis¬ 
sion of his counsel, with which the Trial Court concurred 
(765), we refute the assertion made in the footnote on page 
18 of Kaufmann’s brief that “ ‘Statements in opposing 
briefs that the wholesale company sold only to Kay stores j 
are incorrect,’ and that the percentage of the sales to others | 

4 These schedules are detailed in a summary foot note on Pages 47 and 48 j 
of Goldnamer’s brief. They show that the Rosenthal Company advanced funds ' 
to the retail stores, discounted notes at the banks for the retail stores, loaned 
funds to officers and employees of the retail stores to assist them to purchase 
stock in the various different retail stores of the enterprise. The amounts in¬ 
volved were very sizable and clearly show that the whole enterprise was , 
financed as one financial unit. 


amounted to more than ‘a fraction of 1%* as Mr. Gold- 
namer testified (628).” 

Kaufmann admitted: 

“After the Rosenthal Company was established, 
and we got the stores to buy from the Rosenthal 
Company, there was no merchandise sold on the 
outside at all.” (701) 

Kaufmann’s counsel said: 

“That is right. I have never heard of anything 
but a very small amount y unless it is a fraction of 1 
per cent.” 5 (765) 

(j) “How to make money both ways, that is, wholesale and retail”—“profits 
from both ends of the business.” 

Groldnamer testified that, in presenting his plan of or¬ 
ganizing the Rosenthal Jewelry Company as a wholesale 
company to do the buying for the retail stores, then in 
existence and thereafter to be organized, Kaufmann said: 

“He gave the idea of the central buying, and ex¬ 
plained his concept of good business, how to make 
money both ways , that is wholesale and retail, and 
he gave suggestions as to stock distribution and so 
on and so forth, and everybody went away very 
very pleased and happy with the continuing of this 
fine association that had been going on for a good 
many years.” (197) 

And, the Court in his memorandum opinion, said: 

“His (Kaufmann’s) argument to the others at 
the meeting was that by organizing the wholesale 
company they could get profits from both ends of 
the business.” (115) 

5 The sales in the years 1943 and 1944 to outsiders referred to by Mr. Gordon 
in the footnote apparently relate to the sale of certain special merchandise to 
the United States Army in wartime, which was not a normal or usual course 
of business for the Rosenthal Jewelry Company and is a non-recurring trans¬ 
action. On the other hand, by adding the first two figures under the column 
“1942,” on Stipulated Exhibit 2 (904), it will be seen that in 1942 the net sales 
to the Kay Stores aggregated nearly $7,000,000, while the net sales to “others” 
amounted to only $72,817.18, or about 1%. 
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How could they—the five founders of the Bosenthal 
Jewelry Company, “make money both ways, that is 
wholesale and retail”—how could the five founders “get 
profits from both ends of the business” unless it was the 
definite understanding that they were all to participate 
jointly in both ends of the one integrated business? 

(k) Ka nfm ann and Goldnamer, whose salaries were paid by the Rosenthal 
Company, opened retail stores, negotiated leases, set op the retail busi¬ 
nesses and then later organized the retail corporations. 

When new stores were opened Kaufmann and Gold¬ 
namer, whose salaries were paid solely 6 by the Bosenthal 
Company, went into the field to determine where and 
when new retail stores should be opened. They nego¬ 
tiated the leases. They arranged for the remodelling of 
the stores, for the stocking of merchandise and for ad¬ 
vertising; they set the operation in motion, then arranged 
for the allocation of the stock to the Bosenthal Company 
or to the five founders or their families, business asso¬ 
ciates and store managers (214-215; 243 ; 295-296; 591) 
and then they incorporated (591). 

(l) One office—one home—at Washington for all. 

The offices from which the Bosenthal Jewelry Company 
and the sixty retail corporations conducted their business 
were housed in one building in Washington (Kaufmann, 
735-736). Cecil Kaufmann, unwittingly, said— 

“. . . we are all here in this one building, sep¬ 
arated, of course, physically by a difference in 
floors, and I never followed him (E. 7. Kaufmann) 
around to determine when he was conferring on 
Rosenthal problems and when he urns conferring on 
Kay problems.” (499) 

6With the one exception of Kay, Washington, which for a few years paid 
part of Goldnamer’s salary. 
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(m) Retail stores under one name—“Kay Stores—from coast to coast—Amer¬ 
ica’s largest Jewelry Organization”—one operation 000 policy. 

For twenty years and more Kanfmaim advertised to 
the world that all of the retail stores were one , that they 
were all “Kay Stores” operating throughout the coun¬ 
try “from coast to coast” (738, 1021). Kaufmann did not 
assert that these stores were “distinct,” “separate,” un¬ 
related, non-integrated retail operations. He told the 
world that they were operated together as one unit and 
that as one they—the “Elay Stores”—constituted “Ameri¬ 
ca’s largest Jewelry Organization .” 

There was one advertising policy and program and one 
advertising agent for all the stores. The advertising was 
the same (613). 

Employees and managers were used interchangeably 
between the wholesale company and the retail stores and 
“have been graduated from one store to another from 
time to time . . . throughout the system ...” (604), and 
it is “also true that the E. M. Bosenthal Jewelry Com¬ 
pany has trained some of the men in the wholesale branch 
of the business, and thereafter they have been graduated 
into the retail end of the business” (605). 

And one policy in operation has been followed by all the 
retail stores and that was the policy dictated by Kauf¬ 
mann and Goldnamer from Washington. The store man¬ 
agers were not free to follow their own dictates. Gold¬ 
namer was asked whether or not “the managers were 
kept free as to their own thinking” and he replied— 

“The Witness. As long as they thought— as 
long as their thinking was according to ours , they 
were left free to think as they wished. I don’t 
think it was beyond (laughter).” (614) 

And there was cause for laughter. How in the face of all 
these undisputed facts, from the mouths of Kaufmann 
and his counsel, and others, can Kaufmann now seriously 


say that this is a case of “sixty distinct corporations 
which operate retail stores” and “the E. M. Rosenthal 
Jewelry Company, another distinct corporation,” each 
with “its own business”? 

No more compelling and conclusive showing could be 
made to demonstrate and prove as the true “basic fact 
in this case”—despite the fact that Kaufmann now finds 
it extremely awkward —that this enterprise was one single 
interdependent business integrated “to manage and func¬ 
tion as though it were one corporation.* n 


This Enterprise was a Part of a Definite “Plan.” Kaufmann’s 

Denial in His Brief is Refuted by His Own Testimony. 

Kaufmann, in a footnote on Page 5 of his brief, asserts 
that in 1923, when the five founders organized the Rosen¬ 
thal Company, no “plan” as “set forth in the Elm brief”, 
was adopted. 

We said in our brief (E. 8-9)— j 

“The Plan 

“The ‘plan* (using Kaufman’s own term, App. 
362, 762), adopted by the original stockholders of 
the Rosenthal Company, at the time of its incor¬ 
poration, contemplated the further expansion of the 
jewelry business by opening as many retail jewelry 
stores in various cities throughout the United States 
as they could (App. 156-157, 361, 362) ‘whenever 
the times were propitious and the money was forth¬ 
coming’ (Goldnamer, App. 195; Brylawski, the 
attorney, who incorporated the Rosenthal Company, 
App. 172-173). 

“It was part of the original plan for the Rosen¬ 
thal Jewelry Company , or when the Rosenthal Com- 

7As heretofore stated in Elm main brief, page 32, there is a modem tendency 
to ignore corporate entities where necessary to do substantial justice. 

Metropolitan Holding Co. v. Snyder, 79 F. 2d 263, 266. 
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pany was short of cash, for the five founders or 
their families, to own 60% of the stock of each retail 
jewelry store in order to control its buying policy 
and make certain that purchases of merchandise 
by the retail stores would be made from the whole¬ 
sale company (App. 384-385).” 

I 

In respect to this “plan” Kaufman now says (K. 5, 
footnote)— 

“No such definite ‘plan’ was ‘adopted’ (194, 197, 641, 
762, 777, 778).” 

The reference pages do not support Kaufmann’s denial 
and the assertion in his brief is refuted by his own 
testimony. 

{«) Plan to open additional retail stores. 

Kaufmann admitted on cross-examination that there was 
a “plan” submitted by him not only to organize the 
Rosenthal Jewelry Company, but additional stores as well, 
saying: 

“Q. But your plan contemplated opening up ad¬ 
ditional storesf 
“A. My plan, yes. 

“Q Yes 

“A. That is right.” (762) 

“Q. That is all you remember that happened at 
the Biltmore? (in 1923) 

“A. That is all, and allotting stock. 

“Q. And the 10 per cent? 

“A. That was also my ‘ptow’.” (763) 

(b) Plan to control retail stores to control buying. 

Not only did Kaufmann admit that there was a plan to 
“open new stores” (382) which were all to be supplied by 
the wholesale company, but it was a part of his plan that 
either the Rosenthal Company or the five founders should 
dominate each of the new retail stores in order to control 
its buying. 


Kaufmann testified that— 

“Q. Putting it another way, is it correct for 
me to say that the wholesale company, being a 60 
per cent stockholder in each of these stores, had 
control of each of these stores, and hence could 
control its buying policy? 

“A. If necessary yes.” (384) 

“Q. . . . the stock which was not given to 
managers and other persons outside of this group 
of five, was either held by the E. M. Rosenthal 
Jewelry Company . . . and in other cases the in¬ 
dividuals forming the group of five, received the 
stock? 

“A. That’s right,” (385) 

At the trial Kaufmann’s counsel felt obliged to admit: 
“I do not want any one to think that I am trying 
to say that these men who organized the Rosenthal 
Company did not have in mind that they would 
organize more retail stores or that they did not 
expect the Rosenthal Company to take stock in the 
retail stores. Why, of course they did . . . That 
is what they actually did.” (156-157). 

Immediately after the organization of the “wholesale 
company” in 1923 the Rosenthal Company did organize 
the first four retail stores in Baltimore, Hartford, Wor¬ 
cester and Boston and did pay for and own about 60% 
of the stock in these retail stores (896) and thereafter the 
stock in new retail stores was either issued directly to the 
Rosenthal Company or, when lacking funds, to the stock¬ 
holders of the Rosenthal Company (896, 987-988). This 
course of conduct was followed by defendant Kaufmann 
and others immediately after the organization of the 
Rosenthal Company and for many years thereafter. 

How, in the face of these admissions by Kaufmann and 
his counsel made at the trial, can Kaufmann now claim 
that there was “no such . . . ‘plan’ ”? Kaufmann has 




been the controlling and dominating head of this integrated 
enterprise for upwards of twenty years. It did not just 
happen by accident that this integrated operation was able 
to “manage and function as though it were one corpora¬ 
tion.” It was all part of a “plan” 

III. 

The Stockholdings of the Wholesale and Retail Corporations 
Were not Diffuse as Kaufmann Claims. All Corporations 
Were Absolutely Controlled by die Five Founders, Then- 
Relatives and Associates so That They Have Been Able to 
“Function as Though They Were One Corporation.*’ 

Kaufmann, in his brief, states (K. 18): “This is not a 
(case of ‘five men*, as might be supposed from the argu¬ 
ments of opposing counsel It is a case involving hundreds 
of men (583, 704) who are stockholders of the corporations 
operating the retail stores.” 

From this statement, Kaufmann implies that the retail 
corporations were not dominated and controlled financially 
by the five founders, directly or indirectly, and therefore 
(a) plaintiffs were not entitled to stock in new retail stores 
as they were opened and as they may hereafter be opened, 
as part of a joint venture or corporate opportunity and (b) 
the Rosenthal Jewelry Company could not enforce its 10% 
contract against the retail corporations whose stock was 
controlled by “others.” 

To substantiate their claim, Kaufmann’s counsel, at 
Page 20 of their brief, refer the Court to “Stipulated 
Exhibit 1” (895-6) and specifically to the outside column 
and the percentages there shown of “other stockholders, 
shares-percentage” of the first forty-one retail corpora¬ 
tions formed from 1919 through 1935. Kaufmann’s coun¬ 
sel then say: 



19 


“The stockholdings of the E. M. Rosenthal Jew¬ 
elry Company, plus the stockholdings of the five 
individuals, constituted a majority of the common 
stock (in California a majority of the voting stock) 
in four of the eight corporations organized prior to 
1923, and in eighteen of the thirty-three corporations 
organized from 1923 to 1933. In the following 
nineteen stores a majority of such stock teas held 
by other persons.” (K. 21) 

If by this assertion, Kaufmann ’s counsel mean that the 
financial control of these nineteen stores was held by 
“others 99 and not by the five founders, directly or through 
their relatives or business associates, they are absolutely 
and completely mistaken. 

The fact is that the large majority of the stock originally 
issued when each of the forty-one retail corporations was 
organized was issued either to the Rosenthal Jewelry Com¬ 
pany or General Associates, or to the five founders, their 
relatives and immediate business associates . The fact is 
that on the average they owned and controlled about 95% 
of the stock of each and every retail corporation organ¬ 
ized. And the remaining shares were held by friends. 

Of the nineteen stores listed (K. 21), which Kaufmann 
infers are controlled by “other stockholders” than the 
five founders, four were organized before 1923 (being four 
of the first eight stores organized before the Rosenthal 
Company was formed) and fifteen were organized after. 

Who were these “other stockholders”f Were these 
strangers who might wrest control from the five founders 
or were they relatives and close business associates, and 
store managers allied with and dominated by the five 
founders ? 

In the four stores (out of the first eight organized before 
1923), Kaufmann admitted: 




i 
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“. . . in these first eight stores, with the exception 
of Springfield, they were opened np either for my 
relatives or Mr. Rosenthal’s relatives.” (694). (See 
Goldnamer 193). 

■ i 

Springfield was opened for relatives and associates of 
A. J. Levi, one of the founders (193). 

The record clearly shows: 

• i 

Four stores (of first eight) where Kaufmann suggests control in 
“others” 


% Owned 

Others Who are “others”? 

Columbus-60.67% Kaufman’s brother-in-law—Meisner 

(193) 

Indianapolis- 61% Rosenthal’s brother—Walter 

(193, 694) 

Springfield -50.17% A. J. Levi, a founder, his family 

and associates (193) 

Detroit -63.47% Kaufmann’s brother Ben and a 

cousin (694) 


Fifteen stores (of thirty-three organized after 1923 through 1935): 

% Owned 
Others 

Charleston -50.60% 


Columbus- 60% 

Providence-61.39% 

Nashville _51.16% 

Other stores .... • • UVUCAOi A A OVUVt? OftiUn \ 4J A / • 

Either the stock of “Others" went to relatives of the five, or when “not 
in the family” to “managers” or employees "having earned it by 
conscientious effort and good results in the store they managed” 
(219). 

There is no showing in the record that the so-called 
“other stockholders” were not relatives of the five foun¬ 
ders, business associates or store managers of the inte¬ 
grated enterprise, and the unsupported intimation to the 
contrary in Kaufmanns’ brief is extremely misleading. 


Who are “others”? 

Rosenthal - Kaufmann’s furniture 
associate Lindenberg 25%; store 
manager balance of 25% 
(219-221) 

Albert Levi, a founder’s nephew or 
in-law (227) 

Rosenthal’s old friend Ottenheimer 
( 222 ) 

Goldnamer'8 wife’s cousin (235) 

Conoral Prartlpn mmo f91 










Kaufmann admitted, as has been pointed ont hereinbe¬ 
fore, that at the time the Rosenthal Company was or- j 
ganized in 1923, it was the “plan” to retain control of [ 
60% of the stock in retail stores thereafter formed, either 
by the Rosenthal Company or the five founders, so that l 
they 

“• • * had control of each of these stores and! 
hence could control its buying policy.” (384) 

Kaufmann thought that the “others,” relatives et aL, 
were aligned with and were a part of the control of thei 
founders when he signed the Trattner Agreement in 1928. j 
Twenty-four retail stores were then in existence, some 
of which Kaufmann now claims are controlled by stock-! 
holdings of “other stockholders.” What did Kaufmann 
say in that contract—when this question was not a matter 
of litigation? He said: 

“Whereas the parties of the second part 8 own a 
controlling interest in and operate a number of| 
jewelry stores in Massachusetts, Connecticut, Penn-! 
sylvania, Maryland, Ohio, West Virginia and other 
states, and in the District of Columbia, which said, 
stores do business under the trade name of the Kay! 
Jewelry Company.” (908-9) 

■ 

Kaufmann can not now deny what he said then. But if! 
this question becomes one of importance or moment, we 
append at the end hereof a statement prepared by our 
accountants from the stock books examined by them, 
which show the holdings by shares and percentagewise of 
the “other stockholders” classified under the separate 
headings of “relatives”, “business associates” and 
“store managers”. And this schedule demonstrates coni 

clusively that on the average the ownership of about 

* 

— 

8 Parties of the second part were Rosenthal, Kaufmann, Goldnamer and 
the Rosenthal Jewelry Company, who, directly, or through their relatives and 
business associates, had the *controlling interest* in the twenty-four retail 
stores. 
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ninety-five per cent 9 of the stock in each and every retail 
corporation organized from 1919 through 1935 was 
originally issued to and owned by either the Rosenthal 
Jewelry Company or General Associates (each of which 
was owned by the five founders), the five founders and 
their immediate family groups, their relatives, business 
associates or store managers, and not by strangers, out¬ 
siders, antagonists. 

So effective has been the control of the five founders 
that for over twenty-three years the one and sixty cor¬ 
porations have been able to “manage and function as 
though they were one corporation.” 

IV. 

For 13 Years (1923-1935) Stock in Retail Stores, Exclusive of 
“Incentive Stock,” in the Aggregate, Was Allocated to 
Rosenthal Company or Families of Five Founders Approx¬ 
imately, in Ratio of Their Holdings in Rosenthal Company. 
Kaufmann’s Denial of This Fact is Refuted by his Admis¬ 
sions at Trial. 


Raufmann in his brief seeks to deny what we said in 
our brief on this point on page 13: 

“With the exception of a few ‘special situations,’ 
the record shows (App. 895-898) that the remaining 
stock (after incentive stock), usually 40% to 60%, 
was allocated to the Rosenthal Company or the 
families of the five founders in the ratio of their 
stock in the Rosenthal Company, for a period of 
thirteen years following the opening of the Rosen¬ 
thal Jewelry Company in 1923 (1923-1935), . . 

^This computation made by our accountants, Wideman, Madden.Dolan & 
Co. (see footnote 11, page 23), was made from the stock books and records 
furnished to them by the defendants. Not all of this information is contained 
in the record. 

The uncontroverted proof in the record clearly shows that it was the 
“general practice” when issuing stock to “others” than the five founders, to 
issue the stock to “relatives,” “business associates,” “managers” or “em¬ 
ployees” (219; 193; 221-227 ; 235 ; 694; see table supra, page 20). 

If exact percentage of control is of moment. Elm can prove and defendants 
cannot dispute that on the average the ownership of stock in the retail stores 
by the five founders, their relatives, business associates, managers and employees, 
was about 95%, as shown in the appended schedule. 
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Kanfmann now seeks to deny what we said on this j 
point (E. 9, 10, 13) and states in a note (K. 7) that the 
table (Plaintiffs’ Exhibit 3, Schedule 2 (918-919)) show- I 
ing that from 1923 to 1935 the stock in the retail stores 
was allocated on the basis of holdings in the wholesale 
company, is “incorrect” and was “thoroughly discred- i 
ited.” He also asserts that statements to the same effect 
in the Elm brief (E. 13, 30) are equally incorrect. 

A reading of the record (534-544), however, will show ! 
that Schedule 2 of Plaintiffs’ Exhibit No. 3 (918-919), 
from which the tabulation on page 9 of the Elm brief 
was compiled, was not discredited 10 or even criticized by 
any one except Kanfmann’s attorney. 

Plaintiffs’ accountant, Wideman, 11 gave a clear ex¬ 
planation of the manner in which he compiled these Sched¬ 
ules from Stipulated Exhibit No. 1 (534-544). 

The Court clearly stated that these Schedules—being 
arithmetical computations from Stipulated Exhibit No. 1— 
though technically not evidence, could properly be used, 
saying: 

“As I see it, it would be perfectly proper to use 
this (Schedule 2-B) in argument and it can be sub¬ 
mitted to me on argument, but if there is any objec¬ 
tion I don’t think it is proper evidence in the case.” 
(544; see 538, re Schedule 2) 

Schedule 2 was on a stock basis; 2-B on a dollar basis. 

Kanfmann (foot note, K. 7) then refers to— 

“ . . . (Kanfmann’s) accountant’s compulation 
of the total investments made by the five families i 
in common stock of the retail companies from 1923 
to 1935, prepared from Def. Kaufmann y s Ex. 37 
(unprinted, 839)” 

10 In fact, the totals and percentages shown in plaintiffs’ exhibit 3, schedule 
2B (923) for the period from 1923-1935 are identical with those of defendants’ j 
exhibit 37 (unprinted), from 1923-1934, adjusted as hereinafter set forth. 


J1 Of the firm Wideman, Madden, Dolan & Co^ about whom counsel for 
Kaufmann said “I will admit this gentleman qualifies. He is well known as aj 
certified public accountant and a very fine man.” (Unprinted; Transcript, 685) 
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This computation purporting to have been made from 

defendants’ Exhibit 37 (unprinted) ijs in error—because 
^ _ 

(1) It does not correctly state the total footings 

of the investment of the five founder groups, as set 
forth in defendants’ Exhibit 37; 

(2) It omits the investments in retail stores 
by the Rosenthal Company and General Associates 
(as shown on defendants’ Exhibit 37) and then fails 
to allocate to the five founders, their indirect hold- 
ings in retail stores, which should have been done. 12 

(3) Defendants’ Exhibit 37 covers only the 
period from 1923 to 1934, whereas Schedules 2 and 
2-B cover the period from 1923 to 1935. 

(4) Defendants’ Exhibit 37 erroneously includes 
two “special situations” (Kay, Toledo; Franc, 
Washington) which everyone admitted should be 
excluded (216: 236-7; 543). 

(5) Defendants’ Exhibit 37 erroneously includes 
reorganizations which Kaufmanns’ counsel and 
everyone else said should be excluded (K. 13, foot¬ 
note). 

Giving effect to these adjustments, it will be ob¬ 
served that plaintiffs ’ Exhibit 3, Schedule 2-B, and de¬ 
fendants’ Exhibit 37 f each produces an identical result, 

and as reconciled 13 show the following identical totals 
— 

12 Kaufmann in a letter to Rosenthal in October, 1934, to reassure him that 
the stock in retail stores was allocated in proper proportions, said: 

“In stores like Boston, Providence and a few other places, our interest 
is represented by our interest in the E. M. Rosenthal Company and 
General Associates. In other words, the Rosenthal Company received 
662/3% of Boston’s common, and since you have 20% of the Rosenthal 
Company, you naturally have over 13% in the Boston store.” (900) 

Thus, Kaufmaim himself then thought it proper to consider not only the direct, 
but the indirect holdings of the five, in retail stores (by virtue of stock owned 
by the Rosenthal Company and General Associates) to determine the propor¬ 
tionate holdings of the five founders. However, to serve his present purposes, 
Kaufmaim now omits such indirect holdings from his computation. 

I30ur accountant’s complete reconciliation of plaintiffs’ Exhibit 3. Schedule 
2B, and defendants’ Exhibit 37, showing the result to be identical, as ad¬ 
justed, is appended hereto, at the end of this brief, for the convenience of the 
Court. This is all based upon facts in Stipulated Exhibit 1, which are un¬ 
disputed. 


and percentages of the stockholdings in retail stores for 
the gronp of five founders, directly and indirectly, for 
the thirteen year period 1923-1935 as follows: 


Total and Per Cent of Direct 
and Indirect Holdings by 
Five Founders and 
Family Groups 
in Retail Stores 


% of Stock Owned 
by Five Founders and 
Family Groups in 
Rosenthal Jewelry 
Company—the 
Wholesale Company 



Dollar Basis 

Stock Basis 


(Schedule 

(Schedule 

E. I. Kaufmann 

2B (923)) 

2 (919)) 

and Family— 



M. S. Goldnamer 

28.33% 


and Family— 



E. M. Rosenthal 
and Family— 

24.13% 


A. J. Levy 
and Family— 

19.60% 

19.91% 

Saul Kaufmann 
and Family— 

17.70% 

15.32% 


10.24% 

11.78% 


Stock Basis 


Total of Five 

Family Groups— 


25% 


20 % 


100 % 


The stock issued in retail stores might have varied 
from time to time, but the plan was that if more stock 
was issued to one family group because of circumstances, 
Kaufmann and Goldnamer adjusted the holdings in the 
following retail stores opened, so that in the aggregate 
the shares issued would balance out and approximate 
their holdings in the Rosenthal Company. 14 (248-9; see 
241). 

Correction: Statements in Elm brief (E. 9, 13) that same ratio applied 
to stores opened prior to 1923 are incorrect, but wholly immaterial , as they 
preceded adoption of 1923 “plan.” In fact, elsewhere in our brief (E. 6) we 
indicated Goldnamer took a smaller share in the first eight stores and that 
Kaufmann and Rosenthal took approximately the same amount of stock. 
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Reference to Plaintiffs* Exhibits 4, 5 and 6 (987-989) 
will show as a typical example of the issuance of stock in 
new. retail stores that Goldnamer and Kaufmann wrote 
each of the five founders and billed them for “your pro¬ 
portionate share** based upon their proportionate hold¬ 
ings in the Rosenthal Jewelry Company. 15 

Kaufmann himself reluctantly admitted on cross-exam¬ 
ination that the stock in retail stores had been allocated 
in the proportion of the five founders’ holdings in.the 
.Rosenthal Company, testifying: 

“A. The distribution may have been on that 
basis ... In other words I had 30 per cent , Mr. 
Goldnamer had 25 per cent, Mr. Rosenthal had 20 — 
and 15 per cent; . . . 

“Q. But in certain cases, whatever you called 
the managing group, the residue that didn’t go to 
the managing group was allotted in a ratio cor¬ 
responding to the proportions in which the stock 
of the Rosenthal Company was heldf 

“A. That may have been the guiding motive. 
. . (375-377) 

Clearly, Kaufmann, a hostile witness, would not have made 
an admission against his own interest that it “may have 
been on that basis . . . the guiding motive” if the facts 
had permtited him to make a categorical denial. 

What was actually done continuously for thirteen years 
by Kaufmann in so allocating the stock to the five family 
groups certainly proves that such course was contem¬ 
plated by the five founders when they adopted the plan 
in 1923. As the United States Supreme Court in Insur¬ 
ance Co. v. T)utcher t 95 U. S. 269, 273, said: 

15 In these new retail companies, the aggregate invested by the five was 
$75,400. Rosenthal's “proportionate share” was billed to him at $15,080.00 or 
20%—his exact “proportionate share” of the Rosenthal Company, showing a 
plan to allocate retail stock (exclusive of incentive stock) to the five founders 
in the proportion of their holding in the wholesale company (247-8, 987-989). 
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“The practical interpretation ... by a party . . . 
is always a consideration of great weight . . . 
There is no surer way to find out what parties 
meant, than to see what they have done.” 

V. 

The Kaufmanns, as the Managing Heads of This Integrated 
Enterprise, Were Fiduciaries Who Are Not Free to Pre¬ 
empt Stock in die New Retail Stores for Their Own Profit 
to-the Exclusion of die Plaintiffs and Their Fellow Adven¬ 
turers and Stockholders. 

Kaufmanns cannot deny or shake off their fiduciary 
obligations 16 on the theory that there were one and sixty 
“separate,” “distinct,” non-integrated, unrelated corpora¬ 
tions and in each he owed no duty to those who had ven¬ 
tured into the others. The enterprise was essentially and 
basically one, integrated and interdependent (supra, page 
3). The retail stores were in effect an instrumentality 
of the Rosenthal Company—completely wed and unified. 

And this did not just happen by “accident” There was 

a “plan” and the plan was followed for years (supra, 

page 15). 

_ 

M Kanfmarm, in his brief, attempts to escape his responsibility by the asser¬ 
tion that "No contract precludes E. L Kaufmann from organizing corpora¬ 
tions to engage in the retail jewelry business and from selecting the persons 
to whom he will offer stock in such enterprises.” (K. 22). And apparently 
the trial Court mistakenly conceived that Kaufmann could only be held 
accountable if there was a formal contract or agreement. This is not the law. 

We did not claim that there was a formal written agreement among die 
five founders, but asserted that they "adopted a plan” to expand the jewelry 
business in 1923 by organizing a so-called wholesale company and additional 
retail stores, that their interests were to be measured by their shares in the 
Rosenthal Company, and as pointed out hereinabove, such plan was carried 
out by Kaufmann and the other four for many years, conclusively showing 
the existence of an "implied agreement” in respect thereto, and as asserted by 
Elm, in the Court below “such implied agreement . . . arises automatically 
by operation of loaf* (448). (See our main brief, pages 29-31). 
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(«) A* Joint adventurers. 17 

Kfl TifamTm , in his brief (K. 25, footnote), claims that 
the five were “merely investors in corporate stock’’ and 
“were not ‘joint adventurers’ ” in the enterprise, as 
contended in the Elm brief, because (1) the five were not 
“founders” (2) they did not jointly venture—they 
merely bought stock which Kaufmann sold them and (3) 
the five did not “adopt a plan to expand.” 

(1) Kaufmann himself caUed them “founders” (De¬ 
fendants’ exhibit 24, unprinted). He cannot deny this now. 

But in any event— 

(2) The five did venture together into the business 
with Kaufmann. He called them “partners” (1011, 1015, 
plaintiffs’ exhibit 67 (unprinted)) in the enterprise, all 
operated under the one name, “a large family . . . 
banded together ... to function as though it were one 
corporation . . . with a community of interest between 
the Bosenthal Company and the stores.” Kaufmann can¬ 
not deny this now. 

(3) And there was a “plan” —Kaufmann so testified 
at the trial and he cannot deny it now (Supra, page 15). 


17 Kaufmanns’ counsel suggest in their brief (K. 24, footnote)— 

“The Elm theory has again been changed. Present counsel say that 
'The technicalities of corporation law are out of place in a situation 
such as this . . * (brief p. 31). They speak of joint-adventurers (brief 
p. 31). a conception which we believe will be found nowhere in the 
amended complaint . . 

The amended complaint does allege that Rosenthal, Kaufmann, Goldnamer, 
Saul Kaufmann and A. J. Levi " associated themselves in a program for the 
establishment of the business of selling jewelry” (21) and in 1923 the five 
“determined upon a plan directed to the expansion of the jewelry business 
. . . through . . . firstly the establishment of numerous additional retail 
corporations ... to sell jewelry at retail . . . secondly the establishment of a 
system of unified purchases of merchandise to be sold by the said stores . . . 
and further stores to be organized” through the Rosenthal Company (23). All 
of the essential facts established in this case have been averred in the amended 
complaint 

The prayer for relief not only requests the relief here sought expressly, 
but there is a prayer for general equitable relief (IV) (56-7). The complaint 
is sufficient to support Elm’s legal position of joint adventurer and appellate 
courts will not defeat “substantial justice” by procedural technicalities. Watts 
v. Waddell, 31 U. S. 389, 402; Santaella & Company v. Lange Co., 155 F. 719, 
724; Ayres v. U. S., 58 F(2d) 607, 609; Helvering v JRubenstein, 124 F(2d) 
969, 972; Rice v. B. & O. Railroad, 42 F(2d) 387, 394; Trapp v. Metropol¬ 
itan Life Ins. Co., 70 F(2d) 976, 981. 
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And this “plan,” pursuant to which the five ventured 

together in this expanding enterprise, was recognized and 

- 

honored for years, 18 and cannot be shunted into the dis¬ 
card, because some of the participants are “merely in¬ 
vestors.” As the Court said in Meinhard v. Salmon™ 249 
N.Y. 458; 164 N.E. 545 ; 62 A.L.K. 1—(in which Meinhard J 
was only an “investor”)— 

“The two were coadventurers, subject to fiduciary 
duties akin to those of partners . . . The heavier 
weight of duty rested however upon Salmon. He 
was a coadventurer with Meinhard, but he was 
manager as well 20 . . . 

“ ... A trustee is held to something stricter 
than the morals of the market place . -. . For him 
and for those like him the rule of undivided loyalty 
is relentless and supreme.” 


1 *“It is the nature of the enterprise undertaken by a plurality of persons 
that controls . . . The inference is necessary that what was done . . . was 
the result of an agreement to do it. . .” In re Taub, 4 Fed. (2d) 993. (For 
other authorities, see our main brief, page 31.) 


19 Kaufmanns’ counsel are in error when they say (K. 28, foot note) that 
Meinhard v. Salmon does not apply to an expanding operation. The Court said: [ 
“The lease at hand with its many changes is not strictly a renewal . . . the 
subject matter of the new lease was an extension and enlargement of the sub¬ 
ject matter of the old one.” Substantial additional premises, additional ex¬ 
penditures in excess of $200,000.00 and change of character of operation were 
involved in an expanding enterprise. 


20 Kaufmanns were paid handsome salaries for their services as “managers” 
of the jewelry enterprise in which Plaintiffs were “merely investors.” (See 
salary schedules. Plaintiffs’ Exhibits 25, 26, 27 (unprinted) erroneously re¬ 
jected (557)). 

E. I. KAUFMANN 

For the eight-year period from 1936-1943, inclusive, E. I. Kaufmann (and 
his two sons, Joel and Robert (who received a part or all of his salary (751-2; 
755-7)) received salaries from the jewelry enterprise aggregating $322,06124. 
(See summary at bottom of plaintiffs’ Exhibit 25 (adding first four columns)). 
E. I. Kaumann received no salaries from the retail stores until 1943 (747-8). 
In 1936 he started to draw $5200. a year from Kay Associates (747). Kauf- 
mann’s sons, who purported to be employees, were not executives in the busi¬ 
ness. The allocation of salary to his sons (all in 1938-1941 inclusive(751)), 
was undoubtedly made for tax reasons. 

For the eight-year period from 1936-1943, inclusive, E. I. Kaufmann and 
his sons. Joel and Robert, received dividends from the Rosenthal Jewelry Com¬ 
pany, General Associates and the retail jewelry corporations, aggregating 
$911,959.90. (Plaintiffs’ Exhibit 26, page 3, summary at bottom. (Adding first 
three columns.)) Footnote 20 continued on page 30. 
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(b) Corporate opportunity. 

Kaufmann’s counsel in effect say (K. 27-41) that this 
doctrine does not apply because (1) the acquisition of the 
stock in the retail stores was extraneous and not necessary 
to the continued existence or welfare of the E. M. Rosen¬ 
thal Company and (2) such acquisition of stock is pro¬ 
hibited by statute and is illegal (K. 28). Neither argument 
is valid. 

(1) The retail stores were not “extraneous.” They 
were a part and parcel of this integrated and interdepen¬ 
dent enterprise “one large family— banded together” 
which operated under “one name” as though it were “one 
corporation.” Kaufmann admitted that “there was a com¬ 
munity of interest between the Rosenthal Company and 

the stores” (352-3). He cannot deny this now. 

_ 

"ifr (continued from page 29) 

CECIL D. KAUFMANN 

Started with the jewelry enterprise in 1929 at the age of 25, without any 
previous experience in the jewelry business. In 1945, the time this suit was 
tried. Cedi was 40 years old (Transcript 1728, unprinted). In 1943 he received 
salaries from the Rosenthal Company and the retail corporations aggregating 
$80,463.16 and dividends aggregating $30,635.60 (Plaintiffs’ Exhibit 27, pages 
1 and 2, 1943 column). 

For the eight-year period from 1936-1943, indusive. Cedi received sa’aries 
from the Rosenthal Company and the retail corporations, aggregating $288,- 
066.41 and dividends aggregating $262,731.54 (Plaintiffs’ Exhibit 27, page 2, 
summary (adding first four columns)). 

Loans were made to Cedi from General Associates in 1934, 1936 and 1938, 
aggregating $58,242.00 for the purpose of enabling him to purchase stocks in 
various new retail stores (Plaintiffs’ Exhibit 10, page 8, unprinted). 

For a young man, who came into the business at the age of 25, without 
jewelry experience, and who, at the age of 40 (1728, unprinted), was re¬ 
ceiving salaries in excess of $80,00 a year. Cedi has fared very well indeed 
and it is amazing that, notwithstanding, he should attempt to overreach 
and take for himself stock in new stores in the expanding enterprise 
which should rightfully be allocated to plaintiffs. 

Both E. I. Kaufmann and his nephew, Cecil, were well paid for services 
rendered to the jewelry enterprise and on no legal, equitable or moral 
grounds can they justify freezing their fellow founders and coadventurers 
from further partidpation in the enterprise, because they are “merely 
investors.” 
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In every case cited by Kanfmann (EL 29-33) to support 
his claim that the ownership of stock in the retail stores 
was “extraneous” and that the Rosenthal Company had 
“no interest or expectancy” therein, the issue was whether 
the particular venture in question was or was not a cor¬ 
porate opportunity. In each of the cases cited the cor¬ 
poration had not engaged in the questioned operation 
before suit. That question is not before this Court. The 
parties already decided this for themselves. For years the 
Rosenthal Company or the five (owning all of the stock 
of the Rosenthal Company) engaged in the retail jewelry 
business—to make “profits from both ends of the busi¬ 
ness. 7 721 They formed and organized the retail stores and 
issued controlling stock to the Rosenthal Company or to 
the five founders “in order to control the buying.” 

Counsel for Kanfmann attempt (K. 33) to distinguish 
Guth v. Loft from the case at bar, stating— 

“This case is unlike that of Guth v. Loft, Inc., 23 
Del. Ch. 255, 5 A. (2d) 503 (1939), the decision on j 
which our opponents principally rely. There the j 
organization of the Pepsi-Cola enterprise was a 
‘corporate opportunity’ of Loft, Inc., because the 
wholesale manufacture of beverage syrup was a line \ 
of business in which Loft was already engaged and 
its officers had been investigating the possibility of j 
substituting Pepsi-Cola for the higher priced Coca- j 
Cola which they had been using.” (Italics furnished | 

by us for emphasis.) 

_ 

* 

21 Kaufmanns’ counsel say (K. 17) that Kaufmann, Goldnaxner and their 
friends were associated in various activities, such as the furniture, retail 
jewelry, wholesale jewelry, paper, optical, hotel and real estate business, and 
that each of these ventures was “distinct” and “separate.” The hotel, real 
estate, paper and furniture businesses involve different types of unrelated busi- | 
nesses, with different founders in each. However, the retail jewelry stores and j 
the wholesale jewelry company were closely related, integrated and controlled | 
by the five founders and their relatives. Furthermore the stock of the optical 
business, organized by them to operate as a part of the jewelry enterprise, was 
distributed to the five in the identical proportions as their holdings in the 
Rosenthal Company (351). Nor will it be disputed that the Edinar Realp' 
Company, which owns the building from which the jewelry enterprise is 
directed, is owned by the five founders and their families in the same pro¬ 
portion. 
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i 

The lower Court erroneously held the Guth case inap¬ 
plicable (118). 

There is no such distinction as urged by Kaufmann’s 
counsel. There (in the Guth case) as here the corporation 
was “engaged” in the “line of business” in question. It 
is futile for Kaufmann to debate whether operating retail 
stores was or was not a corporate opportunity. It was a 
corporate opportunity of which the Company and its five 
stockholders availed themselves for years . As the United 
States Supreme Court said—‘ ‘ There is no surer way to 
find out what parties meant, than to see what they have 
done.” Insurance Co. v. Dutcher, 95 U.S. 269, 273. 

The case of Guth v. Loft, Inc., and others cited in our 
main brief (35-41) do apply. 

(2) And the defense of ultra vires or illegality does 
obtain. (See Elm main brief, 51-2). This is a defense of 
ultra vires which only the State and not Kaufmann can 
urge, in a case such as this. But in any event— 

The five founders had a “plan” (supra, page 15). For 
years, the Bosenthal Company or the five stockholders 
(owning the Company) used their funds to take title to 
the stock in retail stores and all five founders derived profit 
therefrom. For years they all thought the Company had 
power so to do. 22 When the D. C. statute was discovered, 
they accomplished the same purposes legally by organizing 
General Associates in Delaware (stock of which was owned 
by the five founders in exactly the same ratio of their 
holdings in the Bosenthal Company) to take title to the 
stock in retail stores. For tax reasons, this Company was 
dissolved later and the opportunity to control the retail 

^Compare the cases cited by Kaufmann on this point. There the corpora¬ 
tions did not own the new operation and in each case the question was whether 
or not the new operation was a corporate opportunity because the corporation 
had no power to acquire it Here, regardless of corporate power, the new 
retail corporations were owned or controlled by the Company or the five and for 
years were so operated. 
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corporations was again vested directly in the five foun¬ 
ders, who continued to own all of the stock of the 
Rosenthal Company. 

As this opportunity was afforded to the five for years 
thereafter, what equitable right do the Kaufmanns have 
to appropriate for themselves solely—this highly profitable 
opportunity of operating additional retail jewelry stores 
as part of the “Kay Stores from Coast to Coast” which 
for years has been developed, expanded from “one pot 
of money”—“to make money both ways”— and enjoyed 
by the five? 

It does not come with good grace for the Kaufmanns 
to rely upon the ultra vires nature of transactions from 
which they benefited for years and thereby attempt to pre¬ 
empt the benefits of this enterprise for themselves. 

VI 

The Statute of Limitations Does Not Apply and Plaintiffs Are 
Not Guilty of Laches. 

(a) The Statute of Limitations does not apply. 

We stated in our brief (E. 28-41) that Kaufmann was 
under a fiduciary duty to Elm and as stated by this 
Court—“While in some jurisdictions it has been held 
that equity will follow the statute of limitations,” in cases 
involving trusts “this has never been the rule in this 
jurisdiction” and therefore the statute of limitations has 
nothing to do with this case. Holiday v. Holiday, 56 
App. D. C. 179; 11 F. (2d) 565. See Holmberg v. Arm- 
brecht, U. S. Sup. Ct., Feb. 25, 1946, 327 U. S. 392. 

However, Kaufmanns ’ counsel in their brief (K. 43) 
contend that this is a case of concurrent jurisdiction and 
that the statute of limitations is applicable in cases of 
concurrent jurisdiction, citing Washington Loan <& Trust 
Co. v. Darling, 21 App. D. C. 132; Hurdle v. Ameri- 
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can Security & Trust Co., 59 App. D. C. 58, 32 F. (2d) 
954 and Moran v. Schlosberg, 67 App. D. C. 163, 90 
F. (2d) 408. In those cases the plaintiff had an election 
between an action at law and an action in equity. No 
trust relationship was there involved. 

The case at bar is not a case of concurrent jurisdiction 
where plaintiffs had an election between an action at law 
and a suit in equity, but arises out of a trust relationship 
where only an equitable remedy was available. 

The recent case of Russell v. Todd, 309 U. S. 280, 289, 
is directly in point, the Court saying, at 289: 

. . where the equity jurisdiction is exclusive 
and is not exercised in aid or support of a legal 
right, state statutes of limitations barring actions 
at law are inapplicable . . .” 

In an action at law, Elm could not have obtained an 
injunction with respect to the 10% arrangement, or a 
redistribution of stock in the retail corporations, or en¬ 
forcement of Elm’s right to participate in retail corpora¬ 
tions subsequently formed. It had no adequate remedy 
at law. There is no alternative remedy at law. 

The cases above mentioned, cited in Kaufmann’s brief, 
(K. 43), on this point do not apply. The statute of limi¬ 
tations has nothing to do with this case and the Trial Court 
so held. 

(b) Plaintiffs are not guilty of laches. Kaufmann, while violating the high 
degree of confidence reposed in him and reassuring his friend, Rosenthal, 
of proper allocation of stock, cannot now escape fiduciary responsibility by 
resort to technical defense of laches. 

In the classic words of Justice Cardoza in Meinhard v. 
Salmon, supra, speaking of the managing coadventurer, 
who (like Kaufmann) diverted for himself the fruits of an 
expa/nding enterprise— 

“A trustee is held to something stricter than the 
morals of the market place. Not honesty alone, but 
the punctilio of an honor the most sensitive, is then 


35 


the standard of behavior ... Uncompromising rigid¬ 
ity has been the attitude of courts of equity when 
petitioned to undermine the rule of undivided loy¬ 
alty . . . Only thus has the level of conduct for 
fiduciaries been kept at a level higher than that 
trodden by the crowd... For him and for those like 
him the rule of undivided loyalty is relentless and 
supreme.. 

Kaufmann seeks to escape such responsibility by 
resort to the technical defense of laches. Kaufmann in his 
brief nowhere denies that he enjoyed a high degree of 
confidence from and friendship with the Rosenthals and 
that the two men were “as close as human beings could 
be.” Nor does Kaufmann deny that throughout the years 
he reassured Rosenthal and his family that the stock in 
retail stores was being fairly allocated to them and that 
he said “I am trying to guard as zealously as I know 
how the relationship which has taken 17 years to build 
. . . brotherly relationship rather than a strictly com¬ 
mercial one” (370), or that he said to Rosenthal—^“Re¬ 
gardless of 'whether you work or not you are still a 
partner” (1015). “There is nothing that I would leave 
undone for you. . . Your junior partners still have the 
same love for you.” (1011-2). And in 1934—“My asso¬ 
ciation of nearly twenty-five years with you has been 
one of pleasure and if I had it to do over again tomorrow, 
I would again choose you for a partner” (1055). (See E. 
52-55.) 

So pertinent is the ruling of this Court in Horton v. 
Horton , 63 App. D. C. 375, 72 F. (2d) 831, that it could be 
stated in the case at bar— 

“In considering questions of laches the utmost 
leniency is manifested by the courts where it ap¬ 
pears that the delay is due to the intimate personal 
relations existing between the parties and the high 
degree of confidence reposed by one in another.’ ’ 


To same effect see Driver v. Brunemer, 40 App. D. C. 105, 
and the leading case in the United States Supreme Court 
of Michoud v. Girod, 4 Howard (45 U. S.) 503, 560, re¬ 
cently cited in Russell v. Todd, 309 U. S. 280, supra, in 
the footnote at 288. 

Kaufmann’s counsel claim that (K. 45)—“During the 
lapse of time there has been a very obvious change of 
circumstances. The stores have operated over the in¬ 
tervening years, and stock which had been originally 
purchased in jewelry businesses about to be organized, 
an investment attended by the usual risks of new enter¬ 
prises established in unsettled times, has now become 
stock in well established jewelry businesses of proven 
success.” They cite Twin Lick Oil Co. v. Marburg, 91 
U. S. 587, 592, 23 L. Ed. 328 (1875), then conclude with 
the assertion (K. 46)—“But now the plaintiffs seek to 
take away from the defendants the fruits of their provi¬ 
dent investments.” 

A similar argument was rejected by the Court in Mein- 
hard v. Salmon, supra, saying: t 

“It is wo answer for the fiduciary to say ‘that he 
was not bound to risk his money ($200,000.00) as 
he did, or to go into the enterprise at all.’ Beatty 
v. Guggenheim Exploration Co., 225 N.Y. 380, 385, 
122 N.E. 378, 380. ‘He might have kept out of it 
altogether, but if he went in, he could not withhold 
from his employer the benefit of the bargain.’ 
Beatty v. Guggenheim Exploration Co., supra. A 
constructive trust is, then, the remedial device 
through which preference of self is made subor¬ 
dinate to loyalty to others.” 

There has been no change of circumstances in the case 
at bar. The situation is unlike that of Twin Lick Oil Co. 
v. Marbury. There, plaintiffs slept on their rights to 
rescind and after notice permitted defendant to thereafter 
spend large sums in exploring for oil, where the cor- 
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poration “was hopelessly involved” (591); “The well was 
exhausted (591) “The fluctuating character and value 
of this class of property is remarkably illustrated in the 
history of the production of mineral oils from wells” 
(592) and was “subject to the most rapid, frequent and 
violent fluctuations in value of anything known” (593). 
Here, in the case at bar —(1) Kaufmanns only made an 
initial investment in the stock of the eighteen retail stores 
in question and thereafter made no additional expendi¬ 
tures and assumed no additional risk as a result of which 
they can claim prejudice for failure of plaintiffs to assail 
their initial investment more promptly; (2) at that time 
the enterprise was highly successful and not hopelessly 
insolvent; (3) here the business was not highly speculative 
or subject to violent fluctuations as that of exploring for 
oil; and (4) Elm was investing in these projects during 
this entire period; it insisted upon its right to invest (731, 
1033) and never refused a single opportunity to invest in 
these stores. (617; see 731) 

Whatever outlay Kaufmanns had made was made 
initially and not after the discovery of their overreaching, 
and, therefore, they cannot assert that they have suffered 
any prejudice or damage by the lapse of time. 23 Further¬ 
more, the case at bar involves a breach of a fiduciary re¬ 
lationship and this Court said in George v. Ford, 36 App. 
D. C. 315, 333: 

23 In any event, even if this defense were available, which it is not. it 
could only be applied to some of the eighteen corporations organized 
between January 1, 1936 and November 9, 1940, this action having been 
instituted on November 9, 1943. There is no controversy about the 
corporations organized prior to 1936. 

However, the defense in no event could apply to Franc, Arlington, organ¬ 
ized November 22, 1941 (898), to the considerable number of other retail 
stores which have been organized within the three year period prior to the 
commencement of suit, or to the other retail stores which are being and un¬ 
doubtedly will be organized in the future as part of this integrated chain. San 
Francisco Assn. v. industrial Aid, 152 Fed. (2d) 532. 537: Saxlehner v . Eis¬ 
ner & Mcndclson Co., 179 U. S. 19, 39; Menendez v. Holt, 128 U. S. 514, 524. 

The defense of laches, of course ,does not apply to the injunctive relief and 
declaratory judgment in respect to the threatened termination of the 10% buy¬ 
ing arrangement. 
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“So great is its abhorrence of fraud and the 
violation of fiduciary obligations, that a court of 
equity will look with some indulgence upon mere 
delay, from which no material injury has occurred.” 

See Chiswell v. Johnston, 55 App. D. C. 3; 299 F. 681. 

Kaufmann in his brief (K. 46) refers to a letter writ¬ 
ten by Rosenthal in May, 1934, and attempts to conclude 
therefrom that Rosenthal objected to buying any more 
stock in retail stores (K. 46). The letter there referred to 
does not support any such conclusion. It merely urges 
conservatism at this period and “that no investments can 
be made by that fund unless 100% unity decides upon it” 
to which Kaufmann said, “I am in agreement.” (De¬ 
fendants’ Exhibit 10, unprinted.) 

Furthermore, in an attempt to show that Elm had 
notice in 1939 that there was to be a decided change in 
the preexisting policy of allotting stock to the families 
of the five founders and that Elm acquiesced therein, 
Kaufmanns ’ counsel quote from Kaufmann’s letter of July 
8, 1939, to Elm’s president, Newman (K. 44), but quotes 
only part of Newman’s reply, namely, the phrase—“It 
doesn’t make any difference to me if the Elm Corporation 
is given the right to buy stock or not” and he fails to add 
the phrase immediately following—“but I certainly feel 
that Maxine, Louise and Eddie, individually, should be 
given the right” (731), referring to Rosenthal's three 
children who owned all of the stock of The Elm Corpora¬ 
tion. In other words, it is clear that Newman was saying 
that he did not care whether the stock was allotted to Elm 
or to Rosenthal’s three children individually, but insisted 
that one or the other should be given stock. 

That Newman had a right to believe that the Rosenthal 
family would continue to receive stock is best shown by 
the fact that stock was allotted to Elm or members of 
the Rosenthal family in six of the next eight corporations 
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organized or reorganized after the date of said letter of 
July 8, 1939 (898). There is no evidence that Newman 
knew of the organization of the other two, Chattanooga 
and Knoxville. 

Nor, as alleged by Kaufmann, (K. 47) do the stock 
certificates show anything more than the capitalization 
of each store. No stock certificate shows the amount of 
shares issued or the proportion of the amount issued set 
aside for managers and employees as incentive stock or 
whether Elm was getting less than its proportionate share 
of the stock remaining. 

Nor can Kanfmann now capitalize on the fact that 
Rosenthal was a vice-president and director of Rosenthal 
Jewelry Company (K. 46). Rosenthal had been sick and 
had been urged by Kaufmann to retire. Kanfmann stated 
that he “wanted him to devote his time to improving his 
health” (360). “I assured him that we would include him” 
(360, 438-9, 990-2), “regardless of whether you work or 
not, you are still a partner” (1015). And after Newman 
became a director, Kaufmann assured him that the ar¬ 
rangement with “my original partners” had been a “life¬ 
time arrangement built upon honor” and that “while pro¬ 
tecting my own interests, other interests have and will he 
protected ” (Plaintiffs’ Exhibit 67, imprinted). Rosenthal 
testified that he was shocked to learn of the situation 
shortly before giving his deposition after suit was filed 
(460). 

There is no evidence to support the finding that New¬ 
man or Elm knew (prior to the 1941 correspondence 
when their attorney, Theodore Levin, insisted that Kauf- 
mann supply information on the subject) (1032) that 
Kaufmann was beginning to cut down on the allotment 
of stock to the Rosenthals. Frequent requests for infor¬ 
mation had previously brought forth most unsatisfactory 
responses and Rosenthal testified that in none of the 
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financial reports sent to him for 1936, 1937 and 1938 
“was there any record of the proportionate stock held 
by anybody” 24 (460). Kaufmann evaded until this suit was 
brought. 

Kanfmann should not be permitted to escape his 
fiduciary responsibility by a technical plea of laches, par¬ 
ticularly when he reassured plaintiffs throughout and has 
suffered no prejudice by any delay. 

In the words of Justice Story, in Prevost v. Gratz, 6 
Wheat, (U.S.) 481, 497— 

“It is certainly true that length of time is no 
bar to a trust , clearly established; and in a case 
where fraud is imputed and proved, length of time 
ought not, upon principles of eternal justice, to 
be admitted to repel relief. , ’ 

VII. 

The 10% Buying Arrangement Was a Continuing and Basic 
Part of the Plan and die Kaufmanns are not Free to 
Terminate it at any Time it Serves Their Own Purposes on 
the Theory of one Wholesale and Sixty “Separate” and 
“Distinct” Retail Corporations. 

Kanfmann *s counsel in their brief contend that the buy¬ 
ing arrangement is of “indefinite duration and may be 
terminated at any time either by the E. M. Rosenthal 
Jewelry Company or by any of the stores.” (K. 50) Kauf¬ 
mann’s counsel say— 

24 This testimony was by deposition and this court is as able to evalue it as 
the trial court Kaufmann did not disprove this statement at the trial. If 
the records sent to Rosenthal had shown the proportionate stockholdings, 
it would have been an easy matter for Kaufmann to have proved this. He 
resisted later attempts by Levin to obtain this information (1030-4, 300-2, 
354-5). (See E. 54-5.) 

Nor can Kaufmann make capital of the fact that neither Newman nor 
Levin testified. The proof on this question was all contained in writings 
exchanged by the parties, and Levin and Newman could have merely 
corroborated what was in writing. Newman and Levin were present through¬ 
out the proceedings and Kaufmann could have called them for cross-examina¬ 
tion had he so desired. 
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“The basic fallacy in the argument of our op¬ 
ponents is that although the retail stores are sep¬ 
arate corporations, each with its own stockholders, 
counsel for Elm and the Goldnamers seek to have 
these corporations conducted for the benefit of the 
E. M. Rosenthal Jewelry Company. That a court 
of equity should never permit. Each corporation 
must be conducted by its directors as its oum inter¬ 
ests require.” (K. 54) 

Once again Kaufmann seeks refuge in a haven of tech¬ 
nical “distinct”, “separate”, isolated, non-integrated, 
unrelated corporations. However, the basic fallacy is 
Kaufmann’s. Kaufmann’s claim is refuted by his own 
testimony. The enterprise was unified and was operated 
as “one corporation.” As pointed out hereinbefore the 
“plan”, adopted by the five founders of the Rosenthal 
Company, in the words of Kaufmann himself 

(a) “contemplated opening np additional stores ” 
(762) and 

(b) the Rosenthal Company or the five (who 
owned the Rosenthal Company) “being a 60% 
stockholder in each of these stores, had control of 
each of these stores, and hence could control its 
buying policy.” 25 (384) 

And Goldnamer said that on 

“those occasions when a man was going to open 
up a store and it was explained to them the connec¬ 
tion between the Rosenthal Company and the Kay 
Stores and what the 10 per cent was being paid for.” 
(333) | 

25 The trial Judge erred when he found that the 10% arrangement was “an 
a g re em ent between the stockholders of the wholesale company only” (126). 

It was clearly a part of plan when the five founders organized the Rosenthal 
Company. At that time these five founders together controlled the first 
eight stores then in existence which were opened, as Kaufmann said, for “either 
my relatives or Mr. Rosenthal’s relatives” (694) and the plan contemplated 
opening new stores to be controlled by the Rosenthal Company or the five 
founders to “control the buying.” The continuation of the arrangement does 
not involve an interference with directors’ discretion. The contract was binding 
upon each retail corporation when organized and was intended to continue 
(as part of the “plan”) so long as the Rosenthal Company performed its 
buying functions. 
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(See also 474, 825, 831.) And each such man, including 
Cecil Kaufmann, certainly knew of the buying arrangement 
and the 60% control by the founders (825). Each man 
came into the enterprise on this basis, was bound to the 
buying arrangement and cannot terminate it now. 

And this control of the buying has continued for over 
twenty-three years. Kaufmann admitted that 

“I was always of the impression that it was some¬ 
thing to the mutual advantage of both the stores and 
the wholesale house” 26 (703). 

Nor is it open for the Kaufmanns to claim now that the 
“wholesale company”, which they dominate, “might relax 
its efforts” and thus injure the retail stores, which they 
also dominate. The wholesale company is obliged to per¬ 
form in order to earn its 10% and Kaufmann y as the 
directing head of the wholesale company, is obliged to pro¬ 
cure such performance and not relax in serving the retail 
stores. 

Nor, after twenty-three years, can Kaufmann now be 
heard to raise any question as to the validity of the 
contract as a possible restraint of trade (K. 54-55). 
Williston on Contracts, Volume 5, in his Chapter XL Vill 
entitled “Illegality—Restraint of Trade” says (Section 
1645): “An agreement to buy from or deal in goods of 
one person has been quite generally held valid,” 

The ten per cent arrangement shall continue so long as 
the Rosenthal Company is able to serve the retail cor¬ 
porations. This is an existing tontract and to assure its 
continuance does not require a change of the status quo 
as suggested by Kaufmanns’ counsel (K. 56). Nor can 

26 w Mr. Kaufmann explained his ideas of the great advantages to be given 
to the stores . . . there was a differential of maybe thirty-five per cent be¬ 
tween wholesale and retail ... in addition the rebates ran into many thousands 
of dollars for volume buying, all rebounded to the benefit of the stores . . . 
they were getting all of that for ten per cent . . . and that would still leave 
a handsome profit to the Rosenthal Jewelry Company” (625). 


counsel for Kaufmann furnish an answer to decisions cited 
in our brief that in buying contracts of this character— 
“neither party can terminate it without the consent of the 
other See McKell v. C. <& 0. Ry. Co., 175 Fed. 321, 186 
Fed. 39, and United States Supreme Court and other cases 
cited by us (E. 46-48). 

Nor can counsel for Kaufmann disclaim (K. 50) what 
Kaufmann and the others said in the Trattner contract— 
that the buying arrangement is terminable only upon the 
“joint consent of the parties'’ (913). The Trattner 
agreement characterized the entire “plan" for all the Kay 
stores. 27 

The Court found that if the Kaufmanns terminated this 
buying arrangement, all of the 10% revenues paid 
(amounting to over $950,000 in 1945) would be lost and 
this “would greatly injure, if not practically destroy the 
business of the wholesale company .*’ (128) We submit 
that the Court, by injunction, shall make certain that this 
basic part of the plan—honored for twenty-three years— 
should not be destroyed by the Kaufmanns now. 

27 Kaufmanns’ counsel attempt to make this an “exception” and say “. . . 
when the parties desired to make a contract they made one in writing”' (K. 50). 
In this they are obviously mistaken. The Trattner contract characterized the 
plan (E. 12-13). It provided that new stores opened by Trattner under the 
Kay name would be supplied with "all of the merchandise and other stock 
requirements for the operation and conduct of the said stores on ike tame 
basis that they now supply the merchandise and stock requirements of the other 
Kay stores” for the ten per cent (911). The contract also provided that the 
Rosenthal Company and the other parties of the Second Part receive sixty 
per cent of the voting stock so that they “shall always have and enjoy the 
control of each and all of the said corporations” (912) to control the buying 
policy as they did in the other Kay stores (384). Trattner was getting seventy 
per cent of the dividend stock and the writing was necessary to provide for 
this control. In the other stores the five and their relatives or the Rosenthal 
Company had the controlling interest and, therefore, no formal written a g ree - 
ment was necessary to control the buying. 
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VIII 

This Court Has the Authority and Duty to Review and Weigh 
die Evidence and to Correct Clear Errors in Lower Court’s 
Findings and Conclusions. 

Kaufmanns ’ counsel begin their Summary of Argument 

* 

with the statement that they rely upon the lower Court’s 
Findings of Fact, which “ shall not be set aside unless 
clearly erroneous” quoting from Rule 52, FJELC.P. 
(K. 15). 28 

However, in addition to the phrase above quoted from 
Rule 52, F.R.C.P., that Rule also provides: 

“When findings of fact are made in actions tried 
by the court without a jury, the question of the 
sufficiency of the evidence to support the findings, 
may thereafter be raised whether or not the party 
raising the question has made in the district court 
an objection to such findings ...” 

Kaufmanns’ counsel omit this pertinent provision. As 
already stated, the lower Court’s Findings and the weight 
and sufficiency of the evidence may and should be reviewed 
by this Appellate Court (E. 48-49, citing cases). 

28Nevertheless, in their motion to amend, they criticized and urged the Dis¬ 
trict Court to change Findings Nos. 2, 9, 10 and 11 (145-146) and, in then- 
brief still indicate dissatisfaction with parts of Findings 9, 10 and 11 (K. 
51-56). 

In fact, no one was satisfied with the District Court’s Findings. The Kauf¬ 
manns, Goldnamers and Elm all filed motions to amend the Findings (132-147) 
and the Trial Judge, without giving any reasons, entered a blanket order over¬ 
ruling all of the motions (147). 
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Except in a few instances, where, as heretofore noted, 
questions raised are conclusively refuted by Kaufmann’s 
own testimony and a mass of other evidence, counsel for 
Kaufmann point to no material dispute of fact contained 
in our brief. 29 

As heretofore shown, the Trial Court erred, in a mis¬ 
application of law to the facts, clearly and irrefutably set 
forth in our brief. Such error this Court may and should 
correct. 


29It is not sufficient for counsel to say (K. 57, footnote) “in severed in¬ 
stances, where counsel for Elm say that something is ‘undisputed’ we do in fact 
dispute the statement.” General denials of this sort are not permitted by Rule 
17 (e) (2) of the General Rules of this Court, since they neither permit oppos¬ 
ing counsel to answer specifically the alleged “dispute” nor advise the Court 
specifically what is claimed to have been erroneously stated. Kaufmanns’ 
counsel obviously cannot point to any such dispute of facts, as claimed. 
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CONCLUSION 

We respectfully submit that this court of equity (a) 
should declare that the Kaufmaims, who have been paid 
handsome salaries 30 for their services and large dividends 
from their stock holdings, are not entitled to usurp for 
themselves the stock in the new retail stores,—“the pre¬ 
emptive opportunity that was an incident of the enter¬ 
prise’ *—and (b) should enjoin them from terminating the 
10 per cent buying arrangement, a basic part of the 
“plan,” as such termination would destroy the value of 
Elm’s stock holdings in the Rosenthal Company. We 
submit that a judgment should be entered in favor of 
Elm and an injunction should be issued against the Kauf- 
manns as set forth in our main brief (E. 59-60). 

The course of conduct of upwards of twenty years 
cannot be lightly abandoned or ignored. Kaufmanns 
should not be permitted to freeze out the plaintiffs who 
are their minority “partners” in the enterprise. 

John S. Flanneby, 

G. Bowdoin Cbaighill, 

# • 

Llewellyn C. Thomas, 

Attorneys for 

The Elm Corporation and 

Edwin M. Rosenthal, Appellants 

in No. 9236, Appellees in Nos. 

9237-9238. 

Butzel, Eaman, Long, Gust 
Kennedy, 

Leo M. Butzel, 

Victob W. Klein, 

Of Counsel. 


30 See footnote 20, pages 29-30, supra. , 






(First Eight Stores, 3.919-1922) 


Date Number Shares 


100.00 


100.00 

78.00 

80.00 

70.75 

36.53 

39.33 

49.00 

49.82 


Allentown. Pa_ 

Washington, D. C. 

Reading, Pa.. 

Detroit, Mich.. 

Columbus, Ohio_ 

Indianapolis, Ind... 
Springfield, Mass. 


10.00 

6.67 

29.25 


1,233 

590 

494 

546 


14.11 

15.67 

2.00 

12.09 


48.39 

41.67 

47.80 

36.36 





“Other Stockholders” Shown on Stipulated Exhibit 


(Joint Appendix, Volume 2, Pages 896 and 897) 


(Next 33 Stores, 1923-1935, inclusive) 


Date Number Shares 
ganized Issued 

1923 750 

1923 600 

1923 600 


Toledo, Ohio- 

Buffalo, N. Y_ 

Worcester, Masts...... 

Washington, D. C... 
Charleston, W. Va. 

Providence, R. L_ 

Washington, D. C.~ 


468% 

747 

595 

485% 

500 

388-2/3 

500 


98.70 I 
88.00 
99.17 
97.10 j 
100.00 
64.78 


1924 

1924 

1924 

1925 
1925 
1925 
1925 


Hartford, Conn_ 

Lancaster, Pa._ 

Toledo, Ohio._ 

Columbus, Ohio_ 

Oakland, Calif._ 

Nashville, Tenn..._ 

Huntington, W. Va. 

Waterbary, Conn,_ 

Long Beach, Calif... 

Lynn, Mass- 

Washington, D. C.~ 

Brockton, Mass_ 

Waltham, Mass_ 

Pawtucket, R. L. 

Ft. Wayne, Ind_ 

Hagerstown, Md_ 

Peoria, HI_ 

Charlotte, N. C. 

Louisville, Ky_ 

Quincy, Mass.- 

Salem, Mass._ 

Springfield, Mass. 

Buffalo, N. Y_ 

(Allentown, Pa_ 


385 

400 

444-19/30 

300 


47.50 

100.00 

57.72 

40.00 

60.00* 

48.83 
38^75 

52.50 
60.00* 
55.00 
68.03 
48.00 
58.33 

54.60 
45.20 
40.00 
42.40 

53.50 
50.00 
38.67 

48.50 
38.57 

99.83 
99.56 
76.00 

75.60 

46.25 

50.50 

100.00 

51.25 


190 

406 

288-3/5 

120 


1929 500 

1929 463 

1929 500 

1929 300 

1929 500 

1928 500 

1930 200 

1930 500 

1930 400 

1930 500 

1930 300 

.1931 400 

1931 350 
1933 Reorg. 302 

1933 Reorg. A 225 
Reorg.B 275 

1934 Reorg. 500 

1935 400] 
Addl. 2.00] 

. 400 

1935 400 


4-3/10 


90.00 

70.40 

100.00 

88.00 

9550 

95.60 


100.00 
100.00 
99.56 i 
100.00 
100.001 
100.00 
94901 
100.00 
100.00 


ewelry Company Lockport, N. Y, 

ewelry Company, Inc. Evansville, Ind, 

60% of voting stock vested in Rosenthal Co. and founders in accordance with Trattner Agreement- 


Paragraph 12C, Appendix Page 912. These stores are excluded from the average per store. 
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The Elm Corporation, et al., Appellants, 

v. 
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Edmund L Kaufmann, et al., Appellants, 

v. 
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REPLY OF E. L KAUFMANN ET AL. TO 
MEMORANDUM OF THE ELM CORPORATION. 


In this reply we shall take up the questions propounded 
by The Elm Corporation in the same order. 
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L 

Does Elm Bely Upon a Contract? 

We still do not know whether or not Elm relies upon a 
contract. 

Certainly Mr. Levin said in the argument below that he 
did not rely upon an agreement (178), and certainly the 
Court below has found that there was no agreement, Find¬ 
ing 4 (126). The plaintiffs, however, still talk about some 
amorphous ‘‘plan”, apparently something short of a 
contract. 

By overruling the objections to the findings filed by Elm 
(147), the Court below declined to find that Kaufmann pro¬ 
posed the elaborate “plan” of organizing retail stores re¬ 
lied on by Elm or that such a “plan” was “adopted” at the 
meeting in 1922. Such a finding was expressly requested 
by Elm (132, 133), and was denied (147). 

A reference to the record will show that Kaufmann in¬ 
sisted that any plan was his own plan (762). He said “It 
wasn’t the Rosenthal Jewelry Company plan” (763).* 

Counsel for Elm say in their present memorandum that 
“The fundamental error of the trial judge was that he 
considered an express contract necessary.” On the con¬ 
trary, the judge considered very fully the question of “cor¬ 
porate opportunity” and the fiduciary duties of officers 
and directors (114-118), and ended by saying: 

“Furthermore, even though it had been contem¬ 
plated from the beginning that the wholesale jewelry 
company should open up retail stores I do not think 
that precluded an officer or director from opening up 
retail jewelry stores of his own in places where they 
did not compete with the houses established by the 
wholesale company. This is a big country and it would 
be absurd to hold that when E. I. Kaufmann organized 
the wholesale company and took office he thereby 

* This statement, and other intervening testimony on pages 762 and 763, is 
omitted from the quotation on page 16 of the Elm reply brief without any 
stars indicating omission, thus creating a different effect from that given by 
a reading of the complete record at that point. . . 
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barred himself from the right to open a retail store 
anywhere in the United States under the name he him¬ 
self had originated, even though such store should in 
no way come in competition with any store in which 
the wholesale company had an interest. The law does 
not so restrict the activities of officers and directors of 
a corporation. ’ ’ (117). 


n. 

Was There Any Pattern for Allocating Stock? 

Whether or not there was any pattern for allocating 
stock could be important only as evidence tending to show 
that a contract existed, and if the plaintiffs do not rely 
upon a contract it is hard to see how a pattern can be of 
any materiality. Mr. Kaufmann might have permitted Mr. 
Rosenthal to invest in any number of corporations without 
obligating himself to give him the same opportunity in cor¬ 
porations organized later. 

The fact is, however, that there was no pattern, and it is 
only necessary to look at Stipulated Exhibit 1 (896) to see 
that there was no pattern. The wide variation in the allo¬ 
cation of stock was discussed by the trial judge in his memo¬ 
randum opinion (110, 111), and is covered in the Kaufmann 
brief at pages 7, 8, and 9. 

The first two tables at the conclusion of the Elm reply 
brief are not based on any evidence in the record. There 
is no testimony in the case showing the precise holdings or 
even the identity of all of the “relatives of five founders”, 
“business associates of five founders” or “store supervi¬ 
sors, managers, employees and families thereof.” 

Plaintiffs’ Exhibit 3, Schedule 2-B, on which the final ex¬ 
hibit on page 49 of the Elm reply brief is based is heavily 
weighted by including stock issued to the E. M. Rosenthal 
Jewelry Company and to General Associates and by ex¬ 
cluding stock of two of the retail stores issued to the five 
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individuals. This schedule was not admitted in evidence 
(538, 545), and its exclusion has not been assigned as error 
(see Elm brief p. 26).- 

On page 4 of the Elm memorandum the quotations of tes- 
1 timonv on pages 376-377 are incomplete, and give a differ¬ 
ent effect from that of the entire testimony on these pages. 
Mr. Kaufmann’s testimony was that Mr. Rosenthal’s ratio 
of holdings in the wholesale company might have had a 
part in Mr. Kaufmann’s consideration of the distribution 
or allotment of stock to him in some cases (375). Asked if 
that would have been the “guiding motive in any case” he 
said: 

“I can’t answer that question, because I don’t know. 
I tried to take so many elements into consideration 
when I made divisions of stock, that I just can’t say.” 

- (377) 

An examination of Stipulated Exhibit 1 will reveal that 
in no case was the original issue in any retail corporation 
made to the five men in proportion to their holdings in the 
wholesale company. The thing that Elm contends was 
always to he done was in fact never done. The allotments 
to Levy were particularly out of line. He received much 
more than his proportion in the wholesale company while 
he was alive, and his estate received nothing in most of 
the stores organized after he died. 

The statement on page 5 of the memorandum that Kauf- 
mann reassured Rosenthal “that stock was being issued to 
him in the new retail stores in the proper share” is not sup¬ 
ported hv the evidence. The Court below found: 

“E. I. Kaufmann did not conceal from E. M. Rosen¬ 
thal or The Elm Corporation any fact concerning the 
creation of any of the corporations mentioned in the 
complaint or the distribution of stock therein.” Find¬ 
ing 7 (127). 


Whether Each Retail Store was a Separate Corporation or 

Part of a Single Enterprise? 

• There certainly is no question that each store was a sep¬ 
arate corporation (except in a few instances where one 
retail corporation operated two stores). The Court below 
so found (126), and there is no evidence to the contrary. 

The quotations on page 6 of the Elm memorandum omit 
important language by Kaufmann. What Kaufmann said 
was: 

“. . .1 have always considered our Kay group, as 
they are termed from time to time, as one large family 
who are banded together by reason of having been 
given an opportunity of making an investment in a suc¬ 
cessful group of stores; and it has been the mystery — I j 
shouldn’t say the mystery, but it has been astonishing 
how a large group of men, that 1 know that our stores — 
all separate and sovereign identities — that is separate j 
corporations, have been able to manage and function 
as though it were one corporation. That was brought 
about in the early years by me. And then in the last j 
five or six years it has been carried on by Cecil. 
There is a mutual understanding between what 1 call 
the Kay group, or these managers who meet I think 
a couple of times a year to discuss their affairs, and 
exchange views; there is a community of interest be¬ 
tween the Rosenthal Jewelry Company and the stores.” 
(352-353) 

I 

The parts of this testimony which are in italics were 
omitted in the Elm memorandum, thus giving the quotation 
quite a different effect. 

The Elm memorandum states further, 

. 

I 

“That the corporations were operated . . . out of ‘one 
pot of money . . . ’ is conclusively demonstrated by 
admissions from Kaufmann.” 

We have heard so much about “one pot of money”, what¬ 
ever that may mean, that it is time to direct the Court’s 
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attention to Mr. Kaufmann’s testimony on that subject. 
He said: 

“. . .1 heard Mr. Goldnamer testify it was just one 
big bundle of money. 

Q. One bunch of money. A. One bunch of money. 

Q. Do you agree to that? A. No sir; it might have 
been one bunch to him but it wasn’t to me.” (768) 


IV. 

How Were the Retail Stores Bound to the 10 Per Cent 

Arrangement? 

The answer to this question is that the retail stores were 
not bound. The Court below has expressly found 

“This was an agreement between the stockholders of 
the wholesale company only” (Finding 5, 126). 

The Court also stated in its memorandum opinion: 

“. . . That agreement [for the ten per cent] was not 
made wfith the companies but was simply an agreement 
between the five men w’ho organized the wholesale com¬ 
pany that the charge should be imposed upon the retail 
companies. The arrangement has been highly profit¬ 
able to the wholesale company, and without it that cor¬ 
poration would be little more than a shell. The ar¬ 
rangement has been accepted by the retail companies 
apparently without complaint, but perhaps because of 
the dominating influence of the wholesale company. It 
may be disadvantageous to the retail companies. . . . ” 
(Opinion, 121) 

Whether or not there should be a permanent contract 
with the stores had been a question argued between Mr. 
Kaufmann and Mr. Rosenthal for years (704, 705). The 
three retail store presidents who testified, Katzenberg, 
Goldman and Golding, all stated that they would not con¬ 
sent to entering into any such contract for a definite term 
(822, 829, 834). 
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V. 

On What Theory Does Elm Ask for Enforcement of the 10 
Per Cent Buying Contract Against Retail Corporations 
Who Are Not Parties to the Suit? 

The Elm Corporation is asking the Court to create a 
permanent contract between the E. M. Rosenthal Jewelry 
Company and the retail stores, and to perpetuate the same 
by enjoining men who are directors of the retail stores from 
exercising any discretion as to its termination. 

The argument of the Elm Corporation is based on the 
erroneous theory that the corporations operating retail 
stores* should be conducted not for their own benefit but 
for the benefit of the wholesale company. This, we respect- * 
fully submit, a court of equity should never allow, and to 
the extent that the lower Court entered an injunction inter¬ 
fering with the discretionary powers of the Kaufmanns as 
directors of the retail stores, we urge that the Court below 
was in error. 

This question is discussed in the Kaufmann brief at 
pages 50-57, inclusive. 

Respectfully submitted, 

Spencer Gordon, 

Eleanor Sessoms, 

Attorneys for E. I. Kaufmann, et al. 

* Separate corporations having hundreds of stockholders other than the 
“five men” (583, 704). 
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The Elm Corporation, et al., Appellants, 
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E. M. Rosenthal Jewelry Company, et al.. 
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v. 
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Marcus S. Goldnamer, et al.. Appellants, 

v. 

The Elm Corporation, et al.. Appellees. 


No. 9236 


l No. 9237 


No. 9238 


MEMORANDUM OF THE ELM CORPORATION IN REPLY 
TO QUESTIONS ASKED BY THE COURT DURING 
ORAL ARGUMENT. 

At the oral argument, the Court posed questions on cer¬ 
tain key issues. Direct, specific and complete answers were 
intended but may not have been fully given. 

It is of the utmost importance to state fully the position 
of Elm Corporation relative thereto. As an aid to the 
Court, we submit the following more complete responses in 
convenient form: 
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L 

The Court asked: 

Does Elm rely upon a contract to enforce its claim to the 
right to subscribe for stock in the eighteen retail stores 
involved in this litigation and in the new retail stores 
opened since the litigation commenced and which may be 
opened in the future? 

Elm does not claim under a written or oral contract. The 
fiduciary obligation was imposed upon Kaufmann—not as 
a matter of contract—but as a matter of law, by virtue of 
the legal relationship which he and the others of the five 
founders had created in 1923. 

At that time, according to Kaufmann’s own admissions, 
the “plan” contemplated (a) opening up additional stores 
(762), (b) the 10% arrangement (763), and (c) the whole¬ 
sale company, being a 60% stockholder in each of the retail 
stores, could control their “buying policy” (384). Or when 
the Rosenthal Company , was not able to buy, the stock was 
to be owned or controlled by the five founders who owned 
the Rosenthal Company—after allotting the incentive stock 
to local management (385). (See Elm Reply Brief, pp. 15- 
18). ~" 

The fundamental error of the trial judge was that he con¬ 
sidered an express contract necessary to afford a basis for 
a right in the Rosenthal group to have an opportunity to 
subscribe to stock in the retail corporations which form part 
of the expanding jewelry enterprise. (Finding 4, App. 127; 
Opinion, App. 115) Elm does not claim there was such a 
contract. The legal obligation not to preempt for himself 
the benefits of the expanding jewelry enterprise was im¬ 
posed upon Kaufmami—not as a matter of contract—but as 
a matter of law by virtue of the legal relationship which 
Kaufmann , Rosenthal , Goldnamer and the others of the five 
founders had created. Whether this be (i) by virtue of 
Kaufmann being the manager of the joint venture in the 
expanding jewelry enterprise, or (ii) as a corporate oppor¬ 
tunity belonging to the Rosenthal Jewelry Company and its 
stockholders is unimportant. 
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Partnership agreements do not provide by contract that 
a partner will not preempt for himself the expanding part¬ 
nership opportunities . This obligation is imposed upon a 
partner as a matter of law —not by agreement. The fidu¬ 
ciary duty of a managing coadventurer not to preempt for 
himself the benefits of the expanding venture, to the ex¬ 
clusion of his fellow adventurer (who is “merely an in¬ 
vestor”) is imposed upon him as a matter of law, not con¬ 
tract. As was stated in Meinhard v. Salmon, 249 N. Y. 458, 
164 N.E. 545, cited throughout our briefs: 

“For him and for those like him the rule of undi¬ 
vided loyalty is relentless and supreme.” 

The same principle has been applied to acts of corporate 
officers and directors. (See Elm Main Brief, p. 35; Elm 
Reply Brief, pp. 27-33.) 


n. 

The Court asked: 

Was there any plan or pattern for allocating stock in new 
retail corporations which would reflect an obligation on 
the part of Kaufmann to offer stock to the plaintiff* and 
other founders—instead of preempting the stock for him¬ 
self? 

This question is directly and fully answered by Part II, 
pages 15-18 of Elm’s Reply Brief, “This Enterprise was 
Part of a Definite Plan,” and Part IV, pages 22-27 of Elm’s 
Reply Brief, “For 13 Years (1923-1935) Stock in Retail 
Stores, Exclusive of ‘Incentive Stock,’ in the Aggregate, 
Was Allocated to Rosenthal Company or Families of Five 
Founders Approximately, in Ratio of Their Holdings in 
Rosenthal Company. Kaufmann’s Denial of This Fact is 
Refuted by his Admissions at Trial.” 

Kaufmann. admitted when the five founders met in 1923, 
they “contemplated opening up additional stores” (762) and 
contemplated the 10 per cent buying arrangement (763) and 
that new stores should be owned or controlled by the Rosen- 
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thal Company or the five founders, except for incentive or 
local management stock, so as to control the buying policy 
of the stores (384-5). 

The first four retail stores, opened immediately after the 
1923 meeting, were controlled by the Rosenthal Company 
through its ownership of 60 per cent of the stock. There¬ 
after, stock in the new retail stores, except for incentive or 
management stock, was owned or controlled by the Rosen¬ 
thal Company or by the five founders or their families (987- 
988). (Elm Reply Brief, pp. 24-25.) 

(a) Although the allocation of stock varied in certain 
“special cases” where one family group was favored over 
another (224-225, 236-237), the holdings of the five family 
groups in the retail stores, from 1923 through 1935, taken 
in the aggregate, approximated the ratio of their holdings 
in the E. M. Rosenthal Jewelry Company, clearly demon¬ 
strating that all minor departures from the normal 10-15- 
20-25-30 per cent ratios were adjusted as new stores were 
organized. (240-241, 248-249, 289, 815, 990; Elm Reply 
Brief, pp. 24*25.) (Note: In the note on p. 24, Elm Reply 
Brief, the reference to page “900” should be “990”.) 

(h) Kaufmann admitted: 

“. . . A. The distribution may have been on that 
basis, I don’t know. ’ ’ 

“In other words I had 30 percent, Mr. Goldnamer 
had 25 per cent, Mr. Rosenthal had 20—and 15 per 
cent;” 

“Q. . . . the residue that didn’t go to the managing 
group was allotted in a ratio corresponding to the 
proportions in which the stock of the Rosenthal Com¬ 
pany was held? A. That may have been the guiding 
motive, I don’t know.” (376-377). 

Such an admission against interest by the principal de¬ 
fendant clearly reflects his obligation to offer and allocate 
the stock in retail stores to the five founders or their fam¬ 
ilies—otherwise he would have categorically denied the ob- 
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ligation so to do instead of admitting that this may have 
been the basis—the guiding motive. 

(c) Kaufmann reassured Rosenthal throughout the years 
(1923-1939) that stock was being issued to him in the new 
retail stores in the proper share and that he was still a 
partner (Elm Main Brief, pp. 52-55; Elm Reply Brief, pp. 
34-39). 

If Kaufmann was under no legal obligation to allocate 
stock to 'Rosenthal in the new retail stores being opened, he 
certainly would not have continued to reassure him through¬ 
out the years that Rosenthal and his family were getting 
their proper share of stock. 

Such course of conduct clearly indicates that Kaufmann 
recognized throughout the years (1923-1939) that he was 
under a legal obligation to allocate shares in the new retail 
stores to Rosenthal and his family instead of preempting 
such shares for himself and for the Kaufmann families as 
he attempted to do after 1939. 

Even after the Kaufmanns departed from the “pattern” 
of proportional distribution, they allotted some stock in re¬ 
tail stores, although not its full share, to The Elm Corpora¬ 
tion in recognition of its right thereto until shortly before 
the filing of this suit when Kaufmann refused to permit 
any participation. Elm is entitled to a continuance of the 
opportunity to subscribe to the stock of retail corporations 
hereafter organized. 

No relief is here sought by Elm against any stockholders 
who are not parties to this action. As to the 18 stores 
formed from 1936 to 1941, Elm asks that stock of defend¬ 
ants, not stock owned by others, be impressed with a trust 
pro tanto in favor of Elm and that stock hereafter issued 
be allotted to Elm. 
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The Court asked— 

Whether or not each new retail store opened was a sep¬ 
arate corporation or whether it was all part of a single 
enterprise. 

We stated in our original brief, Page 10— 

“Although separate corporations were used for each 
retail store (undoubtedly to limit the liability in the 
operation of each store to that store and to avoid 
necessity for parent corporation qualifying in various 
States and for tax reasons), the business was operated 
as a single enterprise. To use Kaufmann’s term — 1 1 
have always considered our Kay group ... as one 
large family who are banded together by reason of hav¬ 
ing been given an opportunity of making an investment 
in a successful group of stores ... separate corpora¬ 
tions have been able to manage and function as though 
it were ONE CORPORATION ... there is a community 
of interests between the Rosenthal Jewelry Company 
and the stores’ (App. 352-353).” 

That the corporations vrere operated as a single, inter¬ 
dependent, integrated enterprise out of “one pot of money 
. . . one large family banded together . . . corporations ... 
able to manage and function as though it were ONE COR¬ 
PORATION” is conclusively demonstrated by admissions 
from Kaufmann. (Elm Reply Brief, Page 1-15). 


IV. 

The Court asked— 

How were new retail stores bound to the 10 per cent 
buying arrangement? 

The answer is clear. Kaufmann admitted it was part of 
the “plan” to open “additional stores” (762) and for the 
Rosenthal Company or the five founders to control the 
“buying policy of each of these stores” (384). Each new 
store was permitted to use the name “Kay—Coast to Coast 
—America’s Largest Jewelry Organization.” Each new 
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store was given the benefit of the unified advertising, uni¬ 
fied management, unified buying, unified financing of the 
unitary enterprise. 

Before the store was opened and the new manager and 
stockholders participated, they were advised of the arrange¬ 
ment and, as Goldnamer said— 

“those occasions when a man was going to open up 
a store and it was explained to them the connection 
between the Rosenthal Company and the Kay Stores 
and what the 10 per cent was being paid for.” '(333) 

Store managers and relatives who acquired stock knew 
before such acquisition that the corporation was bound to 
the 10 per cent arrangement. They took their stock sub¬ 
ject to such understanding. Kaufmann and Goldnamer, 
as the executive officers of the wholesale company and of 
virtually every retail store certainly had knowledge of the 
original plan made in 1923 and their knowledge was binding 
upon each such new retail store. Cecil Kaufmann also had 
such knowledge. 

The 10 per cent buying arrangement has been recognized 
and honored by the retail stores—old and new alike—for 
over twenty years. Such a long course of conduct reflects 
the understanding of the parties. 

V. 

The Court asked— 

On what theory does Elm ask for enforcement of the 10 
per cent buying contract against retail corporations who 
are not parties to the suit? 

Most of the retail stores were incorporated in jurisdic¬ 
tions outside of the District. There is no way in which 
they could have been made parties defendant to this litiga¬ 
tion. 

The principal relief sought was against the Kaufmanns 
who are the managing and directing heads of both the 
wholesale and the retail stores. As the trial court ob- 
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served, Kaufmann “was the man in authority and directed 
all activities of the wholesale business and of the retail 
stores . . . Nothing was done without his consent, and he 
told all the others when and where and what to do...” 
(267). 

The mere fact that the retail stores are not within or 
subject to the jurisdiction should not permit the Kauf- 
manns to escape their legal responsibility. The 10 per cent 
buying arrangement is a continuing contract binding upon 
each retail corporation, the obligation having been created 
when each retail store opened. (Elm Reply Brief, VII, 
Pages 40-43; Elm Main Brief, Pages 46-48. In addition to 
cases cited in our Brief see The Coca-Cola Bottling Co. v. 
The Coca-Cola Co., 269 Fed. 796.) 

Kaufmanns, as the managing heads of both the wholesale 
and retail stores, should be enjoined from doing anything 
which would terminate this arrangement and would thus 
destroy the Rosenthal Company. This issue is properly 
before the Court and should be here determined. In so far 
as the Kaufmanns are concerned," the Court should deter¬ 
mine the rights of the parties as involved in this litigation 
and should conclude (a) that the 10 per cent buying ar¬ 
rangement is a present binding contract between the Rosen¬ 
thal Company and the retail stores, (b) continuing so long 
as the Rosenthal Company is able to perform its functions 
for the retail stores, and (c) may only be terminated upon 
the joint consent of the parties. 

The Trattner agreement signed by Kaufmann, Rosen¬ 
thal, Goldnamer, the Rosenthal Company and Trattner, in¬ 
dicates clearly that this was the intention and plan of the 
parties. (See Elm Reply Brief, Pages 40-43). 

If any retail store not a party to this controversy in the 
future, uninfluenced by the Kaufmanns, ever raised the 
issue as to such stores, that matter would be open to future 
determination in a proceeding between the stores and 
wholesale company. 
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The stores have recognized and honored this*obligation 
for over twenty years. In no event should the Kaufmanns, 
as managing heads of the business, be permitted to termi¬ 
nate this continuing arrangement. E. I. Kaufmann, as man¬ 
aging head of the wholesale company, is bound to do every¬ 
thing he can to protect the wholesale company’s 10 per cent 
buying arrangement with the retail stores—not to destroy 
it. Furthermore, both E. L Kaufmann and Cecil D. Kauf- 
inann, as heads of the retail stores, may be enjoined by a 
court of equity from influencing or inducing a breach of con¬ 
tract—the continuing 10 per cent buying and requirement 
arrangement—which, as far as the issues in this case are 
concerned, is a binding contract between the wholesale and 
retail stores and has been honored as such for upwards of 
twenty years. 
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